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Foreword 



The fiftieth anniversary of the M arshall Plan isan apttimeto reflect on the 
observation that prevention is more than simply the avoidance of situa- 
tions that can lead to war; it is also the creation of conditions that foster 
peaceful relations between states. The latter approach was one of the basic 
strategies of the M arshall Plan and other economic and political initiatives 
in Europe after the Second World War: to build capable and self-reliant 
partners within Europe, to strengthen relations between Europe and 
North America, and to reduce tensions between former adversaries and 
integrate them into a more cohesive political and economic community. 

There have been few studies of the role of incentive strategies— of which 
the M arshall Plan is but one example— in encouraging responsible behavior 
by states, especially those that are already in difficulty and could pose a threat 
to international order. In contrast, vast bodies of literature exist on how to 
pressure states with economic sanctions and threats of force. This study pro- 
ceeds from the belief that incentives— that is, positive inducements— could 
have great potential for conflict prevention if they were better understood. 

The Carnegie Commission on Preventing Deadly Conflict distinguishes 
two types of preventive action, structural prevention and operational preven- 
tion, and incentives can play a role in both. Structural prevention addresses 
the root causes of violence. The foundation of structural prevention is the 
promotion of good governance that meets three core needs of society: secur- 
ity, well-being, and a system of justice. Governments that fulfill these needs 
clear a path for their citizens to live peaceful, productive lives, and they 
weaken the tendency of groups to redress grievances by resorting to mass 
violence. The most effective incentive strategies generally fall under structural 
prevention because they lay this groundwork for peace and cooperation. 

Operational prevention addresses situations in which deadly conflict ap- 
pears imminent. In such cases incentives must be used with caution be- 

— xi — 





xii Foreword 

cause they may seem like appeasement in the face of threats of military 
aggression. But in other situations, many of which are described in this 
book, incentives can have significant advantages over punitive approaches. 
Conciliatory gestures frequently lead to cooperative responses, while 
threats often initiate spirals of hostility and defiance. If we apply such les- 
sons to preventive action and think of ways to use "carrots" judiciously, 
often with implicit or explicit "sticks," we may improve chances of averting 
a violent outbreak. 

One particularly potent inducement for effective preventive action may 
be "conditionality," or the forging of links between responsible, nonvio- 
lent behavior and the promise of greater reward through carefully targeted 
economic assistance and opportunities to gain integration into the com- 
munity of market democracies. During the cold war, conditionality often 
focused primarily on influencing a country's international ideological lean- 
ings. Today conditionality can be directed more toward addressing a coun- 
try's internal political and social ills. Associating assistance with responsible 
governance in this way— provided that the condition is applied consis- 
tently— may give the international community a powerful source of lever- 
age with those who persistently use violent means to pursue their aims. 

States that attach conditions to their aid are not themselves above scru- 
tiny, however. The potential leverage of conditionality is diminished when 
donor states demand higher standards of behavior than they themselves 
are prepared to observe. N o longer can established, wealthy states simply 
dictate behavior to the less powerful. Consistent standards must be devised 
that apply to all states equitably. There are small signs that this may be 
happening. Perhaps nowhere is this kind of reciprocal accountability in 
greater evidence than on questions related to the proliferation of nuclear 
weapons and their eventual elimination. So-called threshold states are un- 
willing to sign up to rules and regimes for managing the problem of nu- 
clear proliferation until they are satisfied that future arrangements will 
apply with equal force and effect to the existing nuclear states. 

I n the international system to prevent deadly conflict envisioned by the 
Commission, the international community must be able to react swiftly to 
warning signs of mass violence anywhere in the world. Policymakers will 
need to choose from a full array of possible responses. The Commission 
hopes that this study of the role of positive inducements will encourage 
further investigation. We are grateful to David Cortright and the 12 case 
study authors for their work on this volume, and to the publisher, Row- 
man & Littlefield, for appreciating the value of the study and disseminat- 
ing it to policymakers and scholars throughout the world. 

David A. H amburg 
Cyrus R. Vance 
C ochairs 




Preface 



Thisbook originates from the search by the Carnegie Commission on Pre- 
venting Deadly Conflict for positive tools to address crises of international 
violence. The project was under the overall supervision of Jane H oil, the 
Commission's talented and articulate executive director. Tom Leney, sen- 
ior associate at the Commission, invited me to edit the volume and gave 
solid direction and assistance throughout the project. M embers of the 
Commission provided invaluable input into the study at an October 1995 
meeting in New York City. The most important contribution came from 
Alexander George, who as a member of the Commission encouraged this 
project and provided constant review and intellectual input. Professor 
George gave generously of his time and wisdom, offering incisive com- 
mentary at project task force meetings, during scholarly conferences, and 
by mail, often in his small handwriting that conveys big ideas. Professor 
George provided essential guidance and inspiration for this book. 

Additional substantive input came from Nicole Ball, Lloyd J. Dumas, 
Bruce Jentleson, William Long, George Lopez, Janice Gross Stein, and 
Raimo Vayrynen. Comments from Karl Kaiser at the October 1995 Com- 
mission meeting were also very helpful. A special word of thanks is due to 
Karl Kaiser and also to all the case study authors for their skilled research 
and writing and their diligent responses to editing queries and deadlines. 

I express my gratitude as well to the three anonymous external reviewers 
who provided sometimes critical but always constructive and helpful com- 
ments on each of the chapters and the manuscript as a whole. 

This book benefited greatly from the contributions of staff members 
at the Carnegie Commission on Preventing Deadly Conflict, the Fourth 
Freedom Forum, and the U niversity of N otre Dame. Tom Leney and Es- 
ther Brimmer of the Commission managed the project, Bob Lande served 
as managing editor, and N ancy Ward gave cheerful and efficient adminis- 
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Preface 



trative support. At the Fourth Freedom Forum, indispensable help came 
from Jennifer Glick, who edited the text and notes of every chapter, pre- 
pared the bibliography, produced and formatted computer documents, 
and even found time to assist with research. Julia Wagler of the Forum 
also assisted with chapter editing and research. Ann Pedler and Miriam 
Redsecker provided essential administrative support. Carolyn Domingo of 
the K el log I nstitute at the U niversity of N otre Dame assisted with editing 
services. 

The publication of this volume in the Commission series owes a great 
deal to Jennifer Knerr, vice president and executive editor at Rowman & 
Littlefield. She recognized the value of the series and skillfully and effi- 
ciently shepherded this book through the editing and production process. 
Knerr was the editor of two of my previous books, and it was a special 
pleasure to work with her again on this volume. 

I owe a special debt of gratitude to FI oward Brembeck, founder and 
chairman of the Fourth Freedom Forum, who provided continuous en- 
couragement and financial support for the project. This volume helps to 
fulfill the forum's mission of examining the economic tools of statecraft, 
positive as well as negative. The book complements the Forum's work on 
economic sanctions and confirms that carrots as well as sticks have a valu- 
able role to play in preventing deadly conflict. 

The greatest credit for this volume belongs to David FI amburg, presi- 
dent emeritus of Carnegie Corporation of New York, and Cyrus Vance, 
former U .S. secretary of state, who serve as cochairs of the Commission. 
Through their leadership of the Commission and their emphasis on the 
need for new ways of thinking about security in the post-Cold War era, 
FI amburg and Vance have made an invaluable contribution. They have 
focused the attention of policymakers and scholars on the challenge of 
prevention and the need for new ideas and tools. The emphasis on positive 
measures in this volume is an essential part of their agenda for advancing 
new approaches for the prevention of deadly conflict. 

While many have contributed to the development of this study, the re- 
sponsibility for errors or omissions is mine. I hope that, despite any short- 
comings, this collection of writing and scholarship can elucidate an often 
neglected approach to international conflict and contribute to building a 
solid foundation for international peace and cooperation. 

David Cortright 
April 1997 
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Incentives and Cooperation in 
International Affairs 

David Cortright 



W hen the government of N orth K orea announced to theworld its 
intention to withdraw from the nuclear N on-Proliferation Treaty in 
March 1993, political leaders in Washington faced a grim prospect. A 
nuclear-armed North Korea, which the truculence of Pyongyang seemed 
to suggest, would pose a grave threat to international security. If North 
Korea were to acquire the bomb, South Korea and Japan could not long 
resist the pressure to follow suit, and a Pandora's box would be opened 
allowing the spread of nuclear weapons throughout Asia and beyond. 
Something had to be done to contain the nuclear threat, but what? 

The policy options available in the North Korean crisis were limited. 
Negotiations were attempted with the reclusive regime in Pyongyang, but 
initial discussions proved fruitless and frustrating as demands from Wash- 
ington seemed only to harden North Korean intransigence. Some Ameri- 
cans urged the use of armed force, arguing for air strikes to destroy N orth 
Korea's nuclear industry, but others cautioned that military strikes could 
plunge the peninsula into a paroxysm of war and destruction even more 
deadly than that of forty years before. The U N Security Council debated 
whether to impose economic sanctions, but this option proved problem- 
atic as well, in large part because China and Japan, N orth Korea's largest 
trading partners, were reluctant to support such measures. Skeptics also 
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asked what good it would do to sanction a country that was already one 
of the most isolated on earth. 

W ith the tools of diplomacy, military force, and economic coercion 
largely unavailable, Washington turned to the use of incentives. I n cooper- 
ation with Japan and South Korea, the U nited States crafted a set of eco- 
nomic and diplomatic incentives that eventually persuaded North Korea 
to abandon its apparent nuclear ambitions. In the Agreed Framework of 
0 ctober 1994, the U nited States and its partners offered to provide N orth 
Korea with fuel oil, new less-proliferation-prone nuclear reactors, and the 
beginnings of diplomatic recognition. In exchange, Pyongyang agreed to 
accept international inspections and controls on its nuclear program. As 
Scott Snyder recounts in chapter 3 of this volume, the use of incentives 
proved successful in helping to defuse a dangerous international crisis. 

Incentives strategies have been used in other recent international dis- 
putes as well. In the Dayton peace accords, European nations and the 
U nited States pledged substantial economic assistance to encourage the 
warring parties to live up to the terms of the agreement and begin the long 
process of reconstruction and reconciliation. Ukraine was persuaded to 
give up the nuclear weapons on its soil in exchange for economic assis- 
tance, improved diplomatic relations, and security assurances from Russia 
and the West. In the Baltic republics and Germany, economic aid in the 
form of housing construction for Russian army officers helped speed the 
withdrawal of the Red Army and cleared away some of the last vestiges of 
the cold war in Eastern Europe. I n El Salvador, the U nited States offered 
economic incentives both to the Salvadoran government and the guerilla 
forces of the Farabundo Marti National Liberation Front (FM LN ) to facil- 
itate peace negotiations and assure implementation of the resulting agree- 
ment. 

These and other examples demonstrate the relevance and increasing im- 
portance of incentives strategies in the prevention of international conflict. 
M ost of the examples reviewed here are successes, but there have also been 
cases where incentives proved to be ineffective. Some are examined in 
these chapters, notably the failure of the constructive engagement policy 
toward South Africa and the so-far limited impact of international eco- 
nomic assistance in Bosnia. I n the case of China, inducements that initially 
were effective have gradually lost their ability to modify the recipient's 
behavior. Examining the cases of failure as well as of success is important 
for understanding when incentives are appropriate and when they are not. 

The case studies illustrate other complexities in the use of incentives. I n 
the North Korea case, critics charged that the Agreed Framework con- 
tained no assurances against future violations. They criticized aid for 
N orth Korea as a reward for wrongdoing that would encourage other 
states to engage in similar transgressions in the hope of obtaining like re- 
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wards. The costs of incentives policies have also stirred debate. In an era of 
budget constraint, why should the U nited States or other countries spend 
hundreds of mill ions of dollars for financial assistance in Bosnia, the former 
Soviet U nion, or other world trouble spots when there are no assurances 
of success? 

Perhaps the greatest concern about incentives strategies is that they may 
inadvertently become a form of appeasement. This is the issue of "moral 
hazard" about which we will have more to say in chapter 11. M aking offers 
to aggressors can be interpreted as a sign of weakness or vacillation and 
may embolden an outlaw regime to further acts of belligerence. Critics 
warn that conciliatory gestures can be a form of perverse incentive that 
encourages future wrongdoing. Since M unich, the term appeasement has 
acquired an extremely negative connotation, 1 and partly as a result, schol- 
ars and policymakers have tended to de-emphasize the use of incentive 
strategies. The concern for avoiding appeasement is legitimate and neces- 
sary, but it should not blind us to the many ways in which incentives can 
contribute constructively to conflict prevention. 

This volume examines these and other aspects of the use of incentives in 
international conflict resolution. The studies contained here emerge from 
the work of the Carnegie Commission on Preventing Deadly Conflict and 
its evaluation of incentives and other tools of international policy. When 
decision makers are faced with crises of war and deadly conflict, how do 
they determine the proper military, economic, or diplomatic policy re- 
sponses? W hen coercive measures are either unavailable or too risky, as in 
the N orth K orea case, what are the alternatives? W hen are incentives strat- 
egies appropriate and how should they be implemented? 



Defining Incentives 

M uch has been written about the use of economic sanctions in interna- 
tional relations, but surprisingly little attention has been devoted to the 
role of positive incentives in shaping the political relations among nations. 2 
The uses of incentives are so commonplace in the conduct of international 
affairs that they scarcely seem to deserve separate analysis. I ncentives seem 
inseparable from the art of diplomacy. Enter the word incentives in a li- 
brary computer, and hundreds of entries appear covering a wide range of 
topics, from health policy to taxes— almost every subject except foreign 
affairs. Analysts refer frequently to "carrots and sticks" as tools of interna- 
tional policy, but most of their attention is devoted to the latter. The use 
of military, economic, and diplomatic coercion is widely studied. The role 
of carrots— political and economic inducements for cooperation— is often 
a neglected stepchild. 3 This study attempts to redress this relative neglect 




6 



David Cortright 



and focuses on the unique and often beneficial characteristics of incentives 
strategies in the prevention of international conflict. 

The definition of what constitutes an incentive is subject to varying in- 
terpretations. The authors in this volume generally agree that the induce- 
ment process involves the offer of a reward by a sender in exchange for a 
particular action or response by a recipient. An incentive is defined as the 
granting of a political or economic benefit in exchange for a specified pol- 
icy adjustment by the recipient nation. Often the incentive offered is di- 
rectly related to the desired policy outcome, as when the World Bank 
assisted demilitarization in U ganda and M ozambique by providing finan- 
cial support for demobilized combatants. It is also possible and sometimes 
necessary to conceive of incentives in a more unconditional manner, with- 
out the requirement for strict reciprocity. This is what Alexander George 
has called the "pure" form of incentives where there is little or no explicit 
conditionality . 4 A sender may offer benefits in the hope of developing or 
strengthening long-term cooperation, without insisting upon an immedi- 
ate policy response. In some circumstances, such as the Council of Eu- 
rope's negotiations with Estonia, the principal incentive may be the simple 
fact of membership itself, and the accompanying hope that a seat at the 
table may lead to other more concrete benefits in the future. At a mini- 
mum, incentives policies seek to make cooperation and conciliation more 
attractive than aggression and hostility. The goal is to achieve a degree of 
policy coordination in which, according to Robert Keohane, nations "ad- 
just their behavior to the actual or anticipated preferences of others ." 5 

Inducement and incentive are sometimes used interchangeably, but there 
are subtle differences between the two terms. I nducement has a more ho- 
listic and inclusive connotation and can encompass not only economic 
measures but also security assurances and offers of political association. 

I nducement is also a more directive term. It can be made into a verb and 
implies leading or moving one to action by persuasion or influence. The 
connotation suggests overcoming indifference or opposition by offering 
persuasive advantages that bring about a desired decision. Incentive, de- 
fined as a stimulus or encouragement to action, has many of these same 
connotations. I n practical terms the differences between the two words are 
minor, and it is not necessary to distinguish rigidly between them. Incen- 
tive is the more common term and is used most frequently in this volume. 

In his classic study, Economic Statecraft, David Baldwin offered the fol- 
lowing examples of what he termed "positive sanctions": 

• granting most-favored-nation status 

• tariff reductions 

• direct purchases 

• subsidies to exports or imports 
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• providing export or import licenses 

• foreign aid 

• guaranteeing investments 

• encouraging capital imports or exports 

• favorable taxation 

• promises of the above . 6 

Other examples that could be added to Baldwin's list include: 

• granting access to advanced technology 

• offering diplomatic and political support 

• military cooperation 

• environmental and social cooperation 

• cultural exchanges 

• support for citizen diplomacy 

• debt relief 

• security assurances 

• granting membership in international organizations or security alli- 
ances 

• lifting negative sanctions. 

M any studies, such as William Long's Economic I ncentives and Bilateral 
C ooperation, focus on economic instruments such as trade policy or finan- 
cial assistance . 7 M uch of the discussion of incentives policy and many of 
the cases examined here emphasize the primacy of economic incentives. 
Policymakers often juggle a range of policy tools, however, and it is impor- 
tant to consider all of the options— political and military as well as eco- 
nomic— that may be a part of an incentives strategy. Our approach in this 
volume will be to adopt a more holistic definition and examine a range of 
cases in which many different incentives methods are applied. 



C omparing Sanctions and I ncentives 

Carrots and sticks are spoken of separately, but in fact they are closely 
related. Ending a negative sanction may be considered a positive incentive, 
while removing an incentive can be a sanction. I n many cases the primary 
form of incentive is the removal of a sanction. I n economic theory, incen- 
tives and sanctions are often interchangeable. An incentive is a positive 
sanction, a sanction, a negative incentive. Each is designed to influence the 
recipient and bring about a desired change of behavior. 

Carrots and sticks are often combined, as the case studies in this volume 
amply illustrate. I ncentives can be offered to increase the attractiveness of 
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the preferred course of action, while sanctions may be threatened if the 
objectionable behavior is not halted. Coercive diplomacy often requires 
offers, in addition to threats, to achieve success. 8 According to Baldwin, 
the use of negative sanctions can lay the groundwork for the subsequent 
application of positive incentives. 9 A mix of carrots and sticks is present in 
almost every attempt to influence the affairs of other nations. 

While sanctions and incentives have much in common, there are also 
significant differences between the two. For the sender state, the perceived 
financial impact of sanctions and incentives may vary considerably. I n nar- 
row accounting terms, a sanction is not a cost. W hen countries impose an 
embargo on an offending state, this does not show up as a line item in the 
national budget. Asa result, some policymakers naively consider economic 
sanctions to be a kind of "foreign policy on the cheap.” 10 1 n reality, sanc- 
tions can impose significant costs on private companies, local communi- 
ties, and even national governments. Since these losses seldom appear as 
state expenditures, however, they are easy to overlook or ignore. By con- 
trast, foreign assistance, loan guarantees, and other forms of economic in- 
centives are usually listed as specific budgetary allocations, which can make 
them easy targets of budget cutters. In the current era of fiscal austerity, 
many nations have reduced their commitment to foreign assistance. We 
will comment on this trend and assess its implications for incentives strate- 
gies in the final chapter. 

Trade and technology incentives impose fewer costs on governments. 
Partly as a result they are becoming a preferred tool of economic statecraft. 
While incentives do not require budget allocations, they have financial im- 
plications. U .S. budget legislation mandates that reductions in revenue 
from any source, including the lowering of tariffs, must be offset by tax 
increases or compensating budget reductions. 11 Trade incentives increase 
the overall level of commerce, however, and usually result in increased 
government revenues. Commercial incentives also open up new opportu- 
nities for commerce that can benefit domestic constituencies. 12 Where 
sanctions impose costs on particular industries and communities, trade in- 
centives can bring benefits to these groups. As a result, domestic constitu- 
encies in the sender state may gain a stake in maintaining trade preferences 
and provide political support for sustaining the incentives policy. Incen- 
tives also create economic benefits in the recipient nation and can generate 
similar supportive pressures there as well. William Long has developed this 
theme extensively in hischapter in this volume and elsewhere. 13 1 n contrast 
to sanctions, which cause hardships for the sender and the recipient, trade 
incentives bring benefits to both. They are a classic win-win proposition. 

Trade incentives are not without their limitations, however. With the 
lowering of tariffs and trade barriers through the N orth American Free 
Trade Agreement and similar arrangements, the impact of incremental 
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trade preferences has diminished in recent years. Government policymak- 
ers have fewer commercial preference options in an era of growing free 
trade. There is also the problem of the apparent decline in the effectiveness 
of trade incentives over time. As the case of China illustrates (explained by 
Long in chapter 4), the development of powerful vested interests in the 
sender state can make it extremely difficult to withdraw benefits, even 
when the behavior of the recipient state no longer justifies incentives. A 
related problem is the tendency for a recipient's expectations to rise over 
time, thereby diminishing the value of previous incentives. As concessions 
from an earlier period are taken for granted, they tend to lose their effec- 
tiveness. A similar problem exists with sanctions, which lose their impact 
over time as target nations adjust to external pressures. 

Incentives strategies differ significantly from sanctions in their relation 
to market forces. W ith the use of incentives there is no natural tendency, 
as when sanctions are imposed, for new suppliers or third-party actors to 
step in and circumvent trade restrictions. As political scientist Eileen 
Crumm has observed, "Where market forces work against negative sanc- 
tions, they can reinforce positive ones." 14 Long has emphasized the same 
point. 15 M any scholars have noted that economic sanctions generate coun- 
tervailing market pressures that can undermine the effectiveness of such 
measures. A successful embargo will raise the price of imports in the target 
country, and in the process create powerful incentives for black market- 
ers. 16 By contrast, an offer of incentives such as foreign aid or concessional 
loans will not create market pressures for another party to do likewise. 
Competing offers of assistance may result from political motivations, but 
they are not generated by market forces. D uring the cold war, the U nited 
States and the Soviet U nion competed to provide incentives offers, but 
such competition is less likely now. Positive sanctions work in harmony 
with the natural forces of the market and thus have a significant economic 
advantage over negative measures. 

Sanctions and incentives also have differing impacts on international 
trade and the prospects for economic cooperation. One of the most sig- 
nificant, many would say most hopeful, characteristics of the post-cold 
war world has been the widespread expansion of free markets and substan- 
tial increase in international commerce. Richard Rosecrance has spoken of 
"the trading state" phenomenon as a powerful antidote to war and armed 
conflict. 17 Expanding trade and economic interdependence can establish a 
long-term foundation for peace and enhanced international cooperation, 
as discussed in several of our case studies. The use of economic sanctions 
runs counter to this trend. Economist Peter van Bergeijk has argued that 
the greater use of negative sanctions may threaten the expansion of trade, 
thereby weakening the incentive for political cooperation that comes with 
increasing economic interdependence. 18 By contrast, positive measures 
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encourage trade and international cooperation and thereby contribute to 
the long-term prospects for peace. Long has also emphasized the beneficial 
impact of trade incentives for cooperative relations among nations. I ncen- 
tives provide a basis for long-term cooperation and understanding and 
create the foundations for international stability. 19 

Another distinction between carrots and sticks is that sanctions work 
better when they are multilateral, while incentives can be effective unilater- 
ally. Sanctions scholars generally agree that in an era of expanding trade 
globalization, where the U .S. shareof world production has slipped below 
20 percent, unilateral sanctions have less ability to squeeze a target's econ- 
omy. The report on economic sanctions of the Carnegie Commission on 
Preventing Deadly Conflict concludes that "the broader the international 
support, the more likely that the [sanctions] regime will be effective." 20 By 
contrast, unilateral incentives can be quite effective, as illustrated in the use 
of U .S. aid to facilitate the peace process in El Salvador or German finan- 
cial support to speed Soviet troop withdrawals. M ultilateral incentives are 
also effective at times, but sustaining common goals and levels of commit- 
ment among multiple actors can be problematic. 

Perhaps the greatest difference between sanctions and incentives lies in 
their impact on human behavior. Drawing on the insights of behavioral 
psychology, Baldwin has identified key distinctions between the two ap- 
proaches. Incentives foster cooperation and goodwill, while sanctions cre- 
ate hostility and separation. Threats tend to generate reactions of fear, 
anxiety, and resistance, while the normal responses to a promise or reward 
are hope, reassurance, and attraction. 21 Threats send a message of "indiffer- 
ence or active hostility," according to Baldwin, while promises "convey an 
impression of sympathy and concern." 22 Incentives tend to enhance the 
recipient's willingness to cooperate with the sender, while negative mea- 
sures tend to impede such cooperation. Roger Fisher has argued that "im- 
posing pain may not be a good way to produce a desired decision" or 
influence another's actions. 23 Where threats and punishment generate re- 
sistance, promises and rewards tend to foster cooperation. 24 

Although less onerous than sanctions, incentives may nonetheless arouse 
resentment and hostility within a recipient nation. Political officials may 
object to incentives as "bribes" and refuse to consider the sender's propos- 
als. Examples abound of leaders in recipient countries declaring that na- 
tional interests are "not for sale." This response is somewhat similar to the 
classic "rally around the flag" effect that may accompany the imposition of 
sanctions. As Margaret Doxey and other scholars have noted, sanctions 
sometimes spark a nationalist reaction that can strengthen a regime and 
enable it to withstand economic hardship. 25 This type of response is much 
less likely with the use of incentives. M oreover, the likelihood of nationalist 
resentment can be reduced further by de-emphasizing the requirement for 
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strict conditionality and displaying greater sensitivity to the culture and 
political traditions of the recipient nation. 

The differences between incentives and sanctions have important impli- 
cations for the conduct of political communications between sender and 
recipient. Because incentives create less resentment and obstinacy in the 
recipient, communication is clearer and more precise, and negotiations are 
more likely to succeed. Punitive measures may be effective in expressing 
disapproval of a particular policy, but they are not conducive to construc- 
tive dialogue. W here sanctions generate communications gridlock, incen- 
tives open the door to greater interaction and understanding . 26 

M ethodology 

While incentives strategies have certain benefits, they also have limitations. 
Because of the relative lack of scholarship on the subject, many questions 
about how incentives function remain unanswered. The techniques for 
applying them are poorly understood. Scholars and policymakers lack a 
framework for assessing when and how incentives strategies work best. 
Some of the unresolved issues include the following: 

• Avoiding the appearance of rewarding evil. When do cooperative ges- 
tures cease being inducements and become a form of appeasement? 
Can incentives agreements be structured to minimize moral hazards 
and avoid the encouragement of wrongdoing? 

• D etermining the proper mix of carrots and sticks H ow are various incen- 
tives deployed in combination with coercive measures such as sanc- 
tions and the threat or use of military force? 

• Assessing the type of issuesand natureof regimesthat aremost appropriate 
for the use of incentives. Are certain problems more easily resolved 
through incentives than coercive measures? H ow do subjective per- 
ceptions, in the sender and recipient, affect the likely success of incen- 
tives? A re totalitarian or democratic governments more susceptible to 
incentives? 

• Improving the methods of delivery and control. H ow important is the 
value or scale of an incentive? Are the speed of delivery and duration 
of incentives vital to their success? 

• Evaluating the effectiveness of incentives. How is success measured? Can 
specific impacts be identified? H ow do the success rates of incentives 
compare with those of other tools of policy such as sanctions and the 
use of force? 

Our search for answers to these and other questions uses case studies 
and the method of structured, focused comparison . 27 We are guided in this 
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process by the insights and method of Alexander George, distinguished 
professor emeritus of international relations at Stanford U niversity and 
a member of the Carnegie Commission on Preventing Deadly Conflict. 
G eorge's concept of bridging the gap between theory and practice through 
a structured comparison of specific cases is the inspiration for this study . 28 

Through an examination of nine cases, several of which involve multiple 
examples, we present a rich mosaic of recent historical experience on the 
use of incentives for conflict prevention. Each case offers valuable lessons 
and conclusions on the objectives, methods, and effectiveness of incentives 
policies. The different cases are then compared in light of the issues and 
questions identified above. 

The goal of this study is to provide a set of findings that can help schol- 
ars and policymakers diagnose problems of international conflict in the 
future. We present conditional generalizations to guide assessment and di- 
agnosis, not a fixed set of policy prescriptions . 29 Because the context and 
particular conditions of each case vary, it is impossible to develop rules 
that apply in all circumstances. There is no "one size fits all" approach to 
inducement strategies. Every case is ultimately determined by conditions 
that are peculiar to that situation. The history and culture of the countries 
involved significantly influence the outcome of particular episodes. N one- 
theless, common patterns are evident even across the varied examples con- 
tained in this book, and general conclusions can be drawn on when and 
how to implement incentives strategies. In the concluding chapter we at- 
tempt to synthesize the lessons from thedifferent case studies into acoher- 
ent analytic framework for understanding when and how incentives can be 
used as effective instruments of international conflict prevention. 



T he C hapters in T his Volume 

The many examples of incentives use in recent history offer a rich and 
diverse range of experience from which to draw. Each episode raises anew 
the myriad problems and possibilities associated with incentives strategies. 
The selection of cases for this volume has been guided by adesireto exam- 
inethe use of incentives across a wide range of issues and in many geopolit- 
ical settings. The selection is also designed to illustrate the many different 
forms of incentives policies. Only by reviewing the diverse uses of this 
instrument in a broad political and geographic context is it possible to 
develop tentative hypotheses on its applicability to other situations. 

The issues addressed in the chapters include nuclear nonproliferation, 
the settlement of armed conflict, regional dispute resolution, and human 
and civil rights. The geographic reach covers nearly every part of the 
world, with cases from Asia, Europe, Africa, and Latin America. The in- 
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centive tools range from traditional forms of foreign assistance to the use 
of diplomatic inducements and the strategy of commercial engagement. 
The cases include unqualified successes such as the agreement to remove 
nuclear weapons from U kraine, controversial and failed efforts such as the 
Reagan administration's constructive engagement policy with the apart- 
heid regime in South Africa, and ongoing but uncertain efforts such as 
the civil reconstruction program in Bosnia. Each chapter yields important 
insights to improve our understanding of incentives policies. 

The next three chapters examine the use of incentives in support of non- 
proliferation policy. Virginia Foran and Leonard Spector of the Carnegie 
Endowment for International Peace offer a comprehensive overview of the 
roleof incentives in preventing the spread of nuclear weapons. Among the 
variables they identify as key to the success or failure of nonproliferation 
incentives are (1) the nature of the relationship between sender and recipi- 
ent, (2) the intensity of the potential pro I iterator's desire for nuclear weap- 
ons, and (3) the sunk costs already committed to the nuclear program. 
Foran and Spector review the history of U .S. efforts to influence the secur- 
ity policy decisions of potential proliferators through such incentives as the 
"Atomsfor Peace'' program, diplomatic recognition and support, financial 
assistance, closer political and military ties, and security assurances. In 
many of the specific examples examined, Foran and Spector find thatU.S. 
policymakers employed a package approach that included a mix of incen- 
tives and sanctions. Among the success stories they recount are Washing- 
ton's efforts to dissuade Taiwan and South Korea from their brief nuclear 
flirtations during the 1970s, and the more recent initiative by the U nited 
States and R ussia to assure the removal of nuclear weapons from U kraine. 

I n chapter 3, Scott Snyder of the U nited States I nstitute of Peace pro- 
vides an in-depth analysis of the North Korean nuclear crisis. Beginning 
with the initial response of the Bush administration and continuing 
through the sometimes erratic but ultimately successful efforts of the Clin- 
ton administration, Snyder traces the diplomatic history of the crisis and 
highlights the role of incentives in the bargaining process with Pyongyang. 
As noted earlier, coercive measures were threatened but never employed, 
and Washington had to rely almost entirely on incentives to persuade 
North Korea to accept limitations and external controls on its nuclear pro- 
gram. The Agreed Framework plan authorized international inspections 
of N orth Korea's nuclear installations, in exchange for specified economic 
and diplomatic commitments from the U nited States, Japan, and South 
Korea. As Snyder notes, the Agreed Framework was structured in a strictly 
conditional manner, with the delivery of each incentive tied to specific 
policy concessions from Pyongyang. 

William Long of theGeorgia I nstitute of Technology offers a systematic 
analysis of trade and technology incentives drawing heavily from interna- 
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tional relations theory. H eappliesthefindingsof theoretical analysisto the 
examination of commercial inducements in support of nonproliferation 
objectives in three historical cases: Sweden, China, and democratic 
Czechoslovakia. The "atoms for peace" program launched by the Eisen- 
hower administration in 1953 was effective in helping to convince Swedish 
authorities to abandon efforts to develop a nuclear weapons capability. 
M ost intriguing is Long's analysis of the U .S. diplomatic and commercial 
opening to China. During the 1980s, Washington attempted to use its 
new relationship with Beijing to encourage restraint in arms transfers and 
greater cooperation in security matters. In recent years, however, differ- 
ences between the two nations have widened, even as commercial relations 
have continued to grow. 

In chapters 5 through 8, we review the use of incentives in the settle- 
ment of regional and civil conflicts. I n chapter 5, Amitabh M attoo of Jaw a- 
harlal Nehru University in New Delhi joins me in examining incentives 
strategies for addressing the security problems of South Asia. Sanctions 
have seldom worked in the region, while incentives have often been suc- 
cessful, although they were used in the past to advance cold war interests. 
We propose new incentive strategies that could enhance cooperation and 
conflict resolution within the region. Among the approaches we suggest 
are a partial lifting of technology restrictions and export controls on I ndia 
and Pakistan, linking a possible Security Council seat for I ndia to renuncia- 
tion of the nuclear weapons option, and a limited program of debt relief. 
We conclude our chapter by outlining a plan for resolving the Kashmir 
crisis through the application of the various incentives identified above. 

I n chapter 6 Raimo Vayrynen, director of thejoan B. K roc I nstitutefor 
I nternational Peace Studies at the U niversity of N otre D ame, analyzes the 
D ayton peace accords and the role of economic assistance and other incen- 
tives in assuring implementation of the agreement. Vayrynen examines the 
range of measures, including diplomacy and military and economic coer- 
cion, that were employed in the tortured history of attempts to bring an 
end to the armed conflict and civil atrocities in the former Yugoslavia. H e 
reviews the provisions of the Dayton agreements, highlighting the impor- 
tant role given to external economic assistance and reconstruction aid in 
assuring implementation. As Vayrynen notes, while the military commit- 
ments of the agreement have been implemented, the civilian dimensions 
of the program remain underdeveloped. H e concludes his paper with a 
sober account of the failures and limitations of civil reconstruction efforts 
in Banja Luka, M ostar, and Sarajevo. 

GeoffreyT hale of the Washington Officeon Latin America analyzes the 
role of incentives in bringing an end to the long civil war in El Salvador. 
N oting the dominant role of the U nited States in funding the Salvadoran 
government and sustaining its ability to wage war against the guerilla 




I incentives and Cooperation in International Affairs 



15 



forces of theFarabundo Marti National Liberation Front, T hale explains 
how Washington used its leverage to persuade the government to achieve 
a peace settlement. D iplomatic and economic incentives were also offered 
to the FM LN to assure its participation in the peace process. Thale de- 
scribes a delicate balancing act in which Washington's offer of an incentive 
to one side could be used as a sanction against the other, and vice versa. 
While the Salvadoran case was largely a success, Thale notes several limita- 
tions in the process, including a failure to complete the reform of military 
and police forces. Thale concludes by observing that the recent decline in 
U .S. foreign assistance funding has reduced Washington's ability to influ- 
ence events in El Salvador. 

In chapter 8, Jeffrey H erbst of the Woodrow Wilson School at 
Princeton U niversity reviews the history of the Reagan administration's 
constructive engagement policy toward South Africa. FI erbst argues that 
the Reagan administration's attempts to encourage reform by the Nation- 
alist Party government in Pretoria were constrained by domestic political 
factors, as activist groups argued for a more punitive approach. D eep pub- 
lic revulsion against the apartheid regime made the use of incentives politi- 
cally untenable. The limited incentives tools available, contrasted with the 
vast changes required in the South African political system, also con- 
strained administration policy. The case of South Africa partially illustrates 
the moral hazards of appearing to reward wrongdoers. 

In chapters9 and 10, we examine multilateral approaches to incentives 
policy. H eather FI urlburt, formerly of the Carnegie Endowment for I nter- 
national Peace, examines the efforts of the Council of Europe and Organi- 
zation for Security and Cooperation in Europe (OSCE) to reduce political 
tensions between the newly independent Baltic states and R ussia. FI urlburt 
recounts the sharp differences between M oscow and the Baltic states over 
the civil rights of Russian minorities and the pace of Red Army troop 
withdrawals. The Council of Europe used the process of admitting the 
Baltic states to encourage compromise on the civil rights and troop with- 
drawal issues. Targeted financial assistance and security cooperation with 
Moscow also played a role in assuring the completion of Russian troop 
withdrawals. The Baltic caseillustratestheimportanceof political legitima- 
tion and international participation as an inducement for cooperation, al- 
though thiscasealso shows the value of combining such inducements with 
concrete economic and security benefits. 

I n chapter 10, N icole Ball of the Overseas Development Council is 
joined by Jordana Friedman of the Council on Economic Priorities and 
Caleb Rossiter of Demilitarization for Democracy in a case study on the 
use of multilateral financial assistance as an inducement for conflict preven- 
tion and resolution. Ball and her colleagues review the use of persuasion, 
support, and pressure by bilateral donors and multilateral agencies such as 
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the World Bank to encourage reduced military spending, greater transpar- 
ency of military budgets, postconflict reconstruction, and the demobiliza- 
tion of former combatants. Noting the growing consensus among 
international lenders that excessive military spending impedes economic 
development, they argue for a more concerted use of financial assistance as 
a peacemaking tool. Among the cases reviewed are the successful efforts 
of Britain and other bilateral donors to pressure Malawi into accepting 
democratic elections, the ambitious World Bank program to facilitate the 
Israeli-Palestinian peace process through economic development in Gaza 
and the West Bank, and World Bank funding for the demobilization of 
military forces in U ganda. 

The final chapter attempts to synthesize the lessons learned from the 
various cases. Each of the variables associated with the use of incentives is 
analyzed in light of the case study experiences. Conclusions are drawn and 
a set of hypotheses presented on the most effective use of incentives for 
international conflict prevention. The chapter also argues for a greater 
commitment by the U nited States and other major powers to the use of 
foreign assistance, especially development aid, as an important tool of in- 
ternational policy. 

The concluding comments emphasize the superiority of incentives strat- 
egies over coercive policies in the conduct of international relations. As 
Roger Fisher has concluded, "the process of exerting influence through 
offers is far more conducive to international peace than the process of ex- 
erting influence through threats ." 30 While incentives are not appropriate 
in every setting, and may be counterproductive if employed in the face of 
armed conflict and overt military aggression, they have many advantages 
over punitive approaches. H istory is replete with examples of the power 
of positive reciprocation. Conciliatory gestures often lead to cooperative 
responses, while threats usually generate hostility and defiance. Applying 
these lessons to diplomacy, using carrots more often than sticks, offers 
hope for transforming the international system and creating a more coop- 
erative and peaceful world order. 
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Peace, 1993), 62-66. 
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The Application of Incentives to 
Nuclear Proliferation 

Virginia I . Foran and Leonard S. Spector 



N uclear proliferation frequently has been analyzed in terms of the 
motivations and constraints states face in developing nuclear weap- 
ons. Less frequently discussed are the tools that have developed over the 
years to persuade states not to proliferate. In today's international environ- 
ment, when nuclear nonproliferation has become a top foreign policy pri- 
ority of the U nited States and many other nations, it is important to 
evaluate the past successes and failures of these persuasive tools to maxi- 
mize their effectiveness in the future. 

Since the advent of the nuclear age, states have sought to prevent the 
further spread of nuclear arms through a variety of unilateral and multilat- 
eral diplomatic initiatives. M echanisms that sought to deny would-be nu- 
clear powers the ability to develop nuclear weapons have tended to be the 
most visible, beginning with the 1946 M cM ahon Act in the U nited States. 
The use of incentives to persuade states not to proliferate has also been a 
long-standing part of the international effort to curb the spread of nuclear 
armaments, however. Like other nonproliferation tools, this approach de- 
veloped over time, sometimes subsidiary to other foreign policy goals and 
sometimes as a distinct part of nonproliferation policy. 

We wish to thank Todd Perry and D rs. M ichael Cain, H arald M uller, William Long, and 
William Potter for their comments and editorial suggestions, and Drs. D ago bert Brito, Mi- 
chael I ntri II igator, and D avid Lalman for the original theoretical inspiration and guidance. 
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The best known of the incentive i nitiatives was the U .S. A toms for Peace 
program launched in 1953. 1 In the hopes that it could discourage states 
around the globe from undertaking completely autonomous nuclear pro- 
grams that would not be subject to any nonproliferation controls, the 
U nited States offered to share nuclear equipment, materials, and technol- 
ogy under Atoms for Peace with states that agreed to use such imports 
exclusively for peaceful purposes and to subject them to external monitor- 
ing, first by the U nited States and later by the I nternational Atomic Energy 
Agency (IAEA). The nuclear N on-Proliferation Treaty (N PT), which was 
opened for signature in 1968 and entered into force in 1970, also incorpo- 
rated an incentives strategy: if nonnuclear weapons states agreed to accept 
IAEA inspection of all of their nuclear activities, as required by Article 1 1 1 
of the pact, such parties were to enjoy broad access to peaceful nuclear 
technology, as guaranteed by Article IV of the accord. 

From the mid-1950s through the mid-1970s, access to the peaceful uses 
of nuclear energy was highly valued, and this incentive was a relatively 
potent one that contributed to the decisions of many states to refrain from 
acquiring nuclear arms. Thereafter, however, the benefits of nuclear energy 
became more uncertain, and nuclear commerce declined around the world. 
0 ne impact of this change was to give relatively greater prominence to the 
"denial"-oriented inspection and export control requirements of the N PT. 
Also in the mid- to late 1970s, two nuclear supplier state organizations 
were established, the N PT N uclear Exporters Committee and the N uclear 
Suppliers Group, which sought to withhold a wide range of nuclear com- 
modities from states thought to be seeking nuclear arms, while restricting 
all exports of certain classes of nuclear equipment newly recognized as sen- 
sitive. The termination of U .S. economic and military aid to Pakistan in 
the late 1970s, as well as the 1980 cutoff of U .S. nuclear fuel shipments to 
Brazil and South Africa, and the simultaneously threatened cutoff of such 
shipments to India, increased the salience of such denial strategies, while 
appearing to eclipse the use of positive inducements to achieve nonprolif- 
eration goals. This general trend continued throughout the 1980s. 

While these nonproliferation incentives were developing and then wan- 
ing, global nonproliferation goals also benefited from incentives in the 
form of security guarantees offered to certain states as the result of overar- 
ching U .S. and Soviet foreign policies. Driven by cold war politics, the 
alliance commitments of NATO, along with U .S. security commitments 
to Japan, Australia, and N ew Zealand, largely preempted the consideration 
of autonomous nuclear weapons programs in all of these alliance partners, 
apart from Great Britain and France, resulting in what might be termed "a 
priori" nonproliferation. 2 Currently, with the broadening of the definition 
of state security, the distinction between incentives in the form of security 
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guarantees and other political or economic incentives is becoming increas- 
ingly blurred and somewhat artificial. 3 

The past several years have seen a dramatic resurgence of interest in the 
incentives approach. Several states, such asll kraineand N orth Korea, have 
sought specific security assurances and other incentives from the U nited 
States, among others, in return for good nonproliferation behavior. Inter- 
est in this nonproliferation strategy has also been stimulated because of 
concerns that proliferation, and in particular nuclear proliferation, would 
spiral out of control as the underlying rationale for the cold war security 
alliances and related security ties faded away, eroding the value of the se- 
curity assurance incentives they provided. This appears to have created 
new opportunities and perhaps new demand for developing and applying 
incentives strategies. 

Thischapterrepresentsafirstsystematiceffortto understand how incen- 
tives can be applied to cases of potential nuclear proliferation. We begin 
by proposing a rudimentary model of the basic components of how incen- 
tives have been requested and provided in the past. Then, by way of illus- 
tration, this model is applied to a selection of historical and ongoing cases: 
Taiwan, South Korea, U kraine, N orth Korea, and Pakistan. The final sec- 
tion of the chapter makes an effort to draw lessons from the cases for the 
future design and application of this approach to nuclear proliferation. 



Evaluating I ncentives: 

D efining the T erms and I dentifying the C ases 
Definitions 

At this early stage of analysis, questions flourish. W hich states were of- 
fered incentives not to develop nuclear weapons? Did these states then 
choose not to proliferate? Why were not all states offered incentives? Is it 
easier to offer some states incentives than others? What kinds of incentives 
are most successful? None of these questions can be addressed without 
first defining some essential terms and selecting criteria for identifying ap- 
propriate case studies. 

First of all, not all states need to be included. 0 nly those states that have 
actually considered developing or acquiring nuclear weapons are candi- 
dates for any nonproliferation strategy. H ence, only "potential prolifera- 
tors" matter for this analysis. A state will be regarded as a "potential 
proliferator" when it has indicated by word or deed that it has interest in 
developing or acquiring nuclear weapons. For the purposes of this analy- 
sis, this will include all states that: have declared their possession of nuclear 
weapons; had nuclear weapons on their territory at the time of the dissolu- 
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tion of the Soviet U nion; have conducted a test of a nuclear device; have 
taken steps, in the absence of a credible economic justification, toward the 
production of weapons-usable nuclear materials (plutonium or weapons- 
grade uranium); or are nonnuclear weapons states that possess nuclear 
facilities not subject to IAEA inspection. At present, there are twenty-five 
states (including the U nited States) that are now or at onetime were con- 
sidered potential pro I iterators. 4 

Second, all potential proliferatorscan be further broken down into four 
groups divided along two dimensions: (1) whether the state was offered 
incentives, and (2) whether the state ultimately proliferated or not. To 
further classify these states, two additional definitions are needed: "nuclear 
proliferation” and "incentive." For the purposes of this analysis, "nuclear 
proliferation” will be deemed to have occurred when the state declares 
itself to be a nuclear weapons state, conducts a test of a nuclear device, or 
has acquired enough nuclear weapons components that the international 
community responds to it as if it had a de facto nuclear weapons capability. 
According to this definition, nuclear proliferation has occurred in the five 
declared states— the United States, Russia, Great Britain, France, and 
China— and the undeclared nuclear powers— I ndia, Israel, Pakistan, North 
Korea, and South Africa. The Republic of South Africa, since originally 
crossing the nuclear weapons threshold in the late 1970s, has recently re- 
nounced its nuclear weapons capability, dismantled its weapons, and 
signed the Nuclear Nonproliferation Treaty as a nonnuclear weapons 
state. 5 

Finally, an incentive, with respect to proliferation, is defined as: any 
benefit or promise of benefits offered by sendersto a state thought to be consider- 
ing the acquisition or development of nuclear weapons, or toa state that already 
has nuclear weapons, in exchange for that state’s decision to halt its progress 
toward proliferation or for its dismantling or elimination of the weapons it al- 
ready possesses. 

I n practice, incentives are not offered by themselves, but as a "package" 
of incentives and disincentives. The package approach to nonproliferation 
is simply an application of the carrot and stick approach to foreign policy. 
The only distinction is that the particular incentives and disincentives of- 
fered are specially designed to affect the state's nuclear decision-making 
process. As used herein, an "incentives/disincentives package" is defined as 
a set of promised benefits and threatened sanctions presented by a sender 
state to a potential proliferator that is designed to discourage the latter 
from developing nuclear weapons. 

At this level of analysis, it is difficult to distinguish in particular cases 
between the persuasive effects of the incentives and the disincentives. D ur- 
ing the mid-1970s, for example, theU nited States, concerned about South 
Korea's clandestine nuclear weapons program, entered into discussions in 
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which it offered to defer the proposed reduction of U .S. forces in South 
Korea— an incentive— while threatening the disincentive of withholding 
financial credits for the Republic of Korea's peaceful nuclear industry. 6 
Although South Korea's abandonment of its nuclear weapons effort was a 
clear success for nuclear nonproliferation, one cannot be sure whether 
Seoul dropped its bid for nuclear arms in order to keep U .S. troops as a 
guarantee of its security, to avoid the financial ruin of its nuclear industry, 
or both. 

Compounding the analytical confusion is the fact that in some cases the 
incentives offered a potential proliferator are ambiguous or limited to the 
advantage gained by remaining a member in good standing of the interna- 
tional community through acceptance of the nonproliferation norm. The 
disincentives might be similarly ambiguous and indirectly imposed by 
states unhappy with the potential prol iterator's decision to continue devel- 
oping a nuclear weapons capability. At this initial stage of analysis, it is 
important to select cases based on their most obvious features rather than 
trying to capture all the details at once. I n this inquiry, we are most inter- 
ested in understanding how incentives have affected a state's decision to 
develop or acquire nuclear weapons. Accordingly, we will focus on cases 
where explicit incentives were unambiguously offered by states trying to 
affect a potential pro I iterator's decision-making process. 

C ase Selection 

Of the twenty-five states (identified in note 4) that are past or current 
potential prol iterators, only the U nited States did not receive any incen- 
tives (remembering that in the context of this chapter, incentives are of- 
fered from a source external to the state). I n 1946 the Soviet U nion was 
offered what American officials considered an incentive in the nuclear dis- 
armament provisions of the Baruch Plan, but Moscow rejected the U .S. 
initiative as one sided. Beginning in 1953, by which point Great Britain 
had become a nuclear power, each of the twenty-two remaining states that 
was friendly with the U nited States had the opportunity to benefit from 
the Atoms for Peace program, and many states, including India, Israel, 
Pakistan, South Africa, South Korea, Sweden, and Taiwan, took specific 
advantage of this incentive. I n some cases, such as South Korea and Swe- 
den, this appears to have played a major role in redirecting the recipient's 
nuclear activities away from nuclear arms. (SeeWilliam Long's discussion 
of the Sweden case in chapter 4.) I n other cases, "atoms for peace" at least 
led to the introduction of IAEA inspections on a portion of the recipient's 
nuclear program. Other countries, such as Iraq, Libya, and North Korea, 
enjoyed comparable incentives from the Soviet U nion, which appears to 
have used the promise of supplying nuclear power plants— a promise never 
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ultimately fulfilled— as an inducement to gain those countries' acceptance 
of the N PT. It is not clear whether the offer of access to peaceful nuclear 
technology contained in Article IV of the N PT by itself influenced the 
decision of any state to adhere to the treaty or refrain from acquiring nu- 
clear weapons. To the extent that access to nuclear energy served as a non- 
proliferation incentive in particular cases, the promise of assistance from 
one of the major supplier states, rather than the NPT's guarantee, was 
probably the dominant consideration. 

For the purposes of this review, the cases most interesting to analyze are 
the ones involving states that received incentives above and beyond what 
was widely available to the international community ( i . e. , incentives that 
went beyond Atoms for Peace, the Soviet equivalent, and N PT Article 
IV). These cases involve states that received specific security guarantees or 
other military incentives, such as special arms deals, or that received eco- 
nomic incentives, such as loans or special credit terms. We are also more 
interested in cases where the extra incentives were offered speci fi ca 1 1 y in 
exchange for nonproliferation behavior, so that we can better evaluate the 
level of success or failure in past incentives-strategy efforts. 

Given these general guidelines, the potential proliferators who received 
"extra incentives" include: 

• South Korea and Taiwan, both of which on several occasions requested 
specific reaffirmation of the American security commitment as an al- 
ternative to developing nuclear weapons to defend themselves from 
hostile regional powers 

• Pakistan, an ongoing potential proliferator and a currently de facto 
nuclear weapons state, which managed to negotiate many years of 
financial and military support from the U nited States with the implicit 
understanding, among other things, that it would not enrich its stock- 
pile of uranium above 5 percent U -235 (not usable for nuclear weap- 
ons) or develop nuclear weapons, but chose to anyway 

• Ukraine, a potential proliferator that negotiated with Russia, Great 
Britain, and the U nited States for a package of incentives, which in- 
cluded security guarantees, funds for dismantling nuclear weapons in- 
herited from the former Soviet U nion, raw materials, and increased 
political recognition from the West, in exchange for acceding to the 
N PT as a nonnuclear weapons state and giving up the nuclear weap- 
ons remaining on its territory 

• North Korea, the most recent recipient of a specially designed incen- 
tives package in return for agreeing to freeze its nuclear program and 
fully comply with the N PT 
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R udiments of a M odei 

Since we are selecting a few cases of potential proliferation for special scru- 
tiny in our analysis of how incentives have been applied in the past, it is 
important that the same method of analysis be applied to all of our cases. 
W hat follows is a rudimentary model of what we believe are the most basic 
components of all applications of incentives to proliferation. 7 To discuss 
these components, some terms need to be created and somecommonsense 
assumptions stated. 



Actors and M otives 

First and foremost, we assume that the leaders of states make decisions 
based on their self-interest. To remain in power, leaders must protect the 
state from threats to its security— whether they are military, political, or 
economic— originating from within the state or from outside. Second, 
most states have finite resources, and therefore, leaders must pick and 
choose how they want to use them. It follows that the leaders of a poten- 
tially proliferating state have to evaluate why they are choosing to spend 
finite resources on developing nuclear weapons as opposed to advancing 
other state objectives. 

A minimum of two states is necessary: a state that is considering devel- 
opment or acquisition of nuclear weapons, and a state that wants to per- 
suade the first state not to do so. For the purposes of this analysis, we refer 
to the first state as the "potential pro I iterator," and the second, as the 
"sender state." In some cases, there are multiple potential pro I iterators and 
several sender states, but here we will limit the model to the simplest case 
of one of each. 

We assume the following aspects are common to each case of potential 
proliferation and the negotiation of an incentive. 

1. Each case has actors with distinct motives; the potential proliferator 
has a motive to acquire nuclear weapons, and the sender state has a 
motive for trying to prevent proliferation; both states' motives range 
from weak to strong. 

2. Each actor also applies certain assessment criteria in decision making; 
the potential proliferator assesses the costs and benefits of proliferat- 
ing versus not proliferating, while the sender state assesses the costs 
and benefits of providing incentives versus not providing incentives. 

3. Each episode entails a negotiation process between the two states 
where the first two components are played out. 
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0 ne or the other state has to initiate an interaction for an incentive to be 
negotiated. I f the sender state moves first, it is motivated to influence the 
potential proliferator's nuclear decision-making process by making prolif- 
eration too costly in comparison to the benefits of accepting the incentive. 
The sender state could be motivated by a nonproliferation norm, that is, a 
concern that the continued spread of nuclear weapons is dangerous for all 
states, or by something closer to home, for example, fear that the potential 
proliferator might eventually diminish the security or negatively affect or 
interfere with the foreign policy goals of the sender state or its allies. 

I f the potential proliferator initiates the interaction, it seeks to trade off 
its nuclear weapons capability for something else that it wants from the 
sender state. It is counting on at least one of the sender state's two motives 
being present. As noted above, the potential proliferator's motive in seek- 
ing nuclear weapons in the first place can vary. In the past, the security 
motive, that is, military threats from external sources, has been present 
most frequently, and the potential proliferator sought to trade its threat of 
proliferation for alliance-style guarantees or other outside assistance, such 
as arms or technology that would contribute directly to its security needs. 

At times, states are motivated to acquire nuclear weapons for reasons of 
prestige, either to enhance the stature of the national leadership at home, 
or to provide advantages regionally or globally. There has even been a case 
in which a country believed that it could improve its economic status by 
raising the specter of nuclear proliferation (see the case of U kraine, dis- 
cussed below). These motives, though not related to traditional security 
concerns, have been interpreted since approximately the mid-1980s as con- 
tributing to the broader economic and political aspects of national security 
and therefore can be included in this general analysis. 

The security motive continues to bea popular, publicized rationalization 
for nuclear-weapons programs. Potential proliferators may inflate their 
threat assessments to justify their programs, obscuring their true motives. 
This obfuscation can decrease the ability of sender states to formulate in- 
centives that are attractive to the potential proliferator. U Itimately, how- 
ever, it should be easier to strike a bargain with states that are exaggerating 
threats to their security than with states who face real and significant secur- 
ity threats that may be difficult for sender states to counter. 

Some commonsense rules of thumb emerge from the above discussion. 
A successful negotiation of an incentive requires understanding the mo- 
tives of both states involved and the relationship among those motives. 
Whether the sender state ultimately offers an incentive depends partially 
on the strength of that state's motive for doing so, a factor that may also 
determine the type of incentive it eventually offers. Similarly, the stronger 
the potential proliferator state's reason for pursuing nuclear weapons (i.e., 
more security, rather than prestige or economics, is the dominant motiva- 
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tion), the more difficult it may be to dissuade the state. This does not 
imply, however, that an incentives approach would not be successful, but 
rather that the incentive offered would have to reflect the intensity of the 
motive. 

F urther complicating this relationship is the fact that the original motive 
to proliferate may change or even disappear over the years, making the 
assessment of motivations more difficult. 1 1 is also important to recognize, 
when crafting an incentives strategy, that reversing a potential prol itera- 
tor's nuclear weapons program is likely to become more difficult as that 
program advances and acquires bureaucratic and popular support. 



Assessnent C riteria 

For the purposes of this research, we assume that all potential prolifera- 
te rs implicitly or explicitly assess the costs and benefits of their decision to 
develop or acquire nuclear weapons. 8 Assuming the leaders of the state are 
essentially rational and that the state does not possess infinite resources, 
the decision to proliferate will be made when the net benefit of doing so 
exceeds the net benefit of not doing so. 9 We understand that leaders do 
not always act in ways that others would interpret as rational, and that 
perceptions of costs and benefits are highly subjective and culture bound. 
Nonetheless, for the purposes of this chapter, we assume that leaders 
weigh the economic and security advantages or disadvantages of a prolifer- 
ation decision before acting. Precisely when and how often the state makes 
this calculation depends on the motive and circumstances surrounding the 
decision. 

Some potential proliferators embarked on a weapons program in re- 
sponse to severe threats to their security. They were prompted to reassess 
their decision when their security situation improved, when countervailing 
guarantees were offered, or when unanticipated costs, such as international 
sanctions, appeared imminent. For other states where the threat was less 
immediate, or in cases where the motive emerged from economic or inter- 
nal political factors, a state might launch a nuclear energy program without 
initially deciding its end product. I n such states, a program with two possi- 
ble outcomes emerged: one focusing on nuclear energy and one on the 
materials and components for weapons. Two-track programs also emerged 
in states where there was internal disagreement about the end product, or 
where there was doubt as to whether the program would succeed. I n these 
cases, the proliferation calculation was much more complex, requiring 
consideration of costs and benefits on a variety of levels and over a consid- 
erable period of time. 

Prior to the emergence of an international nonproliferation norm, a 
state developing nuclear weapons was, first and foremost, concerned about 
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the financial and domestic political costs of its decision and the reaction of 
adversary states. All nuclear programs, whether they are conceived as nu- 
clear energy or as weapons programs, involve a serious commitment of 
financial and technological resources. U nless the state is governed by an 
absolute dictator, such a commitment requires at a minimum the acquies- 
cence of the domestic political leadership. In some democracies, active po- 
litical support from a wider segment of the population is necessary to 
sustain the program. Such acquiescence or active political support may be 
hard to come by if there are competing programs or differing views re- 
garding the benefits of nuclear energy or nuclear weapons. 10 

Once the nonproliferation norm emerged fully in the late 1960s, states 
developing nuclear weapons had another cost to consider— organized in- 
ternational pressure. I nitially, the pressure was applied in order to extract 
promises that the state had peaceful intentions and to ensure external mon- 
itoring of imported nuclear equipment and materials. W ith each test of the 
nonproliferation norm, by Israel, India, Pakistan, and more recently Iraq, 
Iran, and North Korea, the norm became more specific and so did the 
obligations and expectations of states belonging to the regime. Voluntary 
supply organizations, such as the Nuclear Suppliers Group and the N PT 
Exporters Committee, emerged to identify and subject to export controls 
specific materials and technology that could contribute to nuclear weapons 
programs. These organizations extended their controls to all states, even 
those that were not members of the N PT. The effect was to increase the 
cost of a potential pro I iterator's nuclear program by drying up all legal 
outside sources of nuclear equipment and material and/or driving the pro- 
gram underground. Getting caught trying to bypass these controls could 
impose political costs by souring relations with otherwise friendly states. 
The potential proliferator might thus be motivated to reconsider its deci- 
sion to develop nuclear weapons, and, depending on its original motive 
(political, economic, or security), might negotiate alternative ways of gain- 
ing the expected benefits of developing nuclear weapons. 

The sender's motives for intervening are also important. H ow much is 
the sender willing to pay the proliferator not to develop nuclear weapons? 
H ow crucial is it to the sender that the potential proliferator change its 
mind? The cost of intervention is determined in part by the assets the 
sender has at hand. The potential proliferator and sender state may already 
have a relationship in which the mere threat of damaging that relationship 
will be enough to change the potential pro I iterator's mind. 0 n the other 
hand, if there is no relationship, the sender state may have to spend assets 
merely to establish one. I n addition, if the two states are friendly, the 
sender state may be prepared to offer a wider variety of incentives than 
if the states are enemies and have no preexisting relationship. Generally 
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speaking, the worse the relationship between the two states, the more dif- 
ficult it may be to use a nonproliferation strategy that includes incentives. 

Finally, understanding the motive and the assessment criteria of the po- 
tential proliferator can provide valuable information to the sender state in 
designing the incentive. The goal of any nonproliferation policy is to re- 
duce the net benefit of proliferating to zero or below, if possible (assuming 
the state is rational). Ifan incentives strategy is to be successful, the magni- 
tude of the incentive offered must be commensurate with that calculation. 

When the incentive is offered also affects its relative success. An impor- 
tant underlying factor in all of these cases is that ten years are typically 
required to develop nuclear weapons, a period providing repeated oppor- 
tunities for sender state intervention. A small incentive— one that gener- 
ates a small reduction in the net benefit of proliferating— that is offered 
when a program is just beginning and when the lion's share of the costs 
lay in the future, might be more successful than the same incentive offered 
after most of the costs of proliferating had been absorbed. The general rule 
of thumb is that as sunk costs increase, so must the size and value of the 
incentive. 



Essentialsof Negotiation— Reaching an Agreement 

The final component of the incentive approach occurs in the negotiation 
phase. This component is perhaps the most crucial as it involves the inter- 
action of each state's motives and assessments, as well as the negotiation 
of the specific incentive or sets of incentives. At this stage, both states have 
decided to test out what they can obtain from the other. As in all strategic 
bargaining situations, both states are trying to minimize what they have 
to give up to maximize the benefits they hope to obtain. 

H ere, as in the assessment phase, the preexisting relationship between 
the potential proliferator and the sender state is particularly important. 
The degree of enmity or friendliness will determine the overall complexity 
of the negotiation. The more friendly the states are, the more likely they 
are to trust each other in word and deed. M oreover, an existing relation- 
ship can provide incentives more quickly than a situation in which a rela- 
tionship needs to be created. I n addition, if the two states are friendly, the 
sender state may be both more willing and more able to increase the value 
and diversity of the incentive(s) it offers than in the case of an adversary 
or a state with which it has no previous relationship. 

The second crucial aspect to the negotiation phase is each state's under- 
standing of its "reservation price." The reservation price is the lowest price 
each state will accept for what it gives up. It is commensurate in value to 
the benefits the potential proliferator hoped to derive from developing 
nuclear weapons. The reservation price is the value the sender must offer 




32 



Virginia I. Foran & Leonard S. Spector 



to match those benefits. The potential proliferator will hold out for the 
most lucrative incentives package it can obtain before agreeing not to pro- 
liferate. Its reservation price must therefore include elements essential to 
its motive for proliferating or to the benefits it thought it could obtain 
through proliferating. These essential elements need to be reflected in the 
incentives it receives. If the potential proliferator has been ambiguous or 
misleading about its motive, or its preferences change during the course 
of the negotiation, this can create confused and ineffective negotiations. 

This is illustrated in the case of U kraine. At first, antinuclear sentiment 
stemming from the Chernobyl accident dominated discussions about the 
disposition of the former Soviet U nion's nuclear weapons based on U krai- 
nian territory, and it appeared that they would be removed rapidly to R us- 
sia. Gradually, concern about Russian economic and political domination 
of U kraine fueled opposition to removing the nuclear arms. Some policy- 
makers supported a U krainian nuclear weapons capability to deter future 
Russian threats to U krainian territorial integrity. This indecision over the 
fate of the nuclear weapons and concern about Russia was reflected in 
discussions on security guarantees that dominated the first half of the ne- 
gotiation phase. Only after the disparate groups in Ukraine negotiated 
among themselves the costs and benefits of keeping the nuclear weapons 
was the government of U kraine able to communicate the essential aspects 
of its concerns to sender states (Russia, the U nited States, and Great Brit- 
ain), enabling the sender states to respond with an appropriate set of incen- 
tives. G i ven the lack of clarity among U krainians themselves, only U kraine 
could signal the need to include particular dimensions in the negotiation. 
The sender states were not really in a position to guess. As discussed by 
Scott Snyder in chapter 3, a similar dynamic occurred in the lengthy nego- 
tiations the U nited States conducted with North Korea during 1993 and 
1994. 

The sender state's reservation price, on the other hand, includes the es- 
sential aspects of its nonproliferation goals. It is trying to maximize the 
achievement of those goals while minimizing its costs in terms of the in- 
centives package provided. N onetheless, a basic tenet of nonproliferation 
bargaining is that the incentives a sender state offers must equal or exceed 
the potential proliferator's reservation price. The benefits offered must 
match or surpass the net benefits the proliferator expects to receive from 
developing nuclear weapons. The sender state is not likely to offer a more 
valuable incentive than seems appropriate for the motive involved. I n the 
case of inflated or ambiguous motives, it is ultimately the responsibility of 
the potential proliferator to signal what types of incentives are needed. 

There are a number of additional elements of "getting to yes" that must 
be understood. First, in some cases there may bean insurmountable mis- 
match between the reservation price of the potential proliferator— what it 
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must have to renounce its bid for nuclear arms— and the kind or magni- 
tude of the incentives that the sender state is politically prepared and/or 
literally able to offer. Such a mismatch was seen in U .S. relations with 
Pakistan during the 1980s, when Pakistan required a credible military 
guarantee against aggression by India, which the U nited States, given its 
generally friendly relations with N ew Delhi, was unwilling to provide. A 
similar impasse would have been reached in the case of U kraine if Kiev's 
reservation price had been an ironclad military alliance against Russia. 

Obstacles can also arise in the negotiation phase when leaders agree to 
a particular trade-off, but constituencies in one or both parties exercise a 
veto over its implementation. The true test of the negotiation phase occurs 
when the deal is made public and must be sold to domestic constituencies. 
For example, an agreement to restore U .S. economic and military assis- 
tance to Pakistan in exchange for the dismantlement of that country's nu- 
clear weapons program might be acceptable to some Pakistani leaders, but 
elements in the political opposition and in the country's armed forces un- 
doubtedly would reject it, decrying it as a cave-in to U .S. pressure. The 
case of North Korea shows the other side of the coin: the possibility of a 
veto of the nonproliferation bargain by opposing political elements in the 
sender states. The price of the incentives package negotiated for North 
Korea was so expensive that legislators in the sender states may be unwill- 
ing to authorize all the funds necessary to implement it. 

Some H ypotheses 

The above discussion illustrates the difficulty of negotiating incentives 
even in the simplest case where only two states are involved. We recognize 
that our model is limited in other respects as well. Leaders of states do not 
always have adequate information about the costs and benefits of their 
actions and may lack control over the process of negotiation. N onetheless, 
the abstract model may be useful in generating hypotheses that can be 
tested in our case studies. We offer the following three points: 

1. The application of an incentives strategy is more likely to be success- 
ful when the states involved are friendly states. 

2. The stronger the motive to proliferate (i.e., the more security domi- 
nant), the more lucrative the incentives package must be to gain 
agreement. 

3. The lower the sunk costs (i.e., the earlier the stage of nuclear weap- 
ons development), the more likely the proliferator will accept an in- 
centive. 

Stated differently, these hypotheses suggest that there are three signifi- 
cant variables that may influence the success or failure of an incentives 
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package: (1) degree of enmity or friendliness between the states negotiat- 
ing the incentives, (2) the strength of the motive to proliferate (weak to 
strong), and (3) the level of investment (financial and political) in the pro- 
gram. These variables should be present in every case of proliferation 
where an incentives strategy is contemplated. The variables may interact 
with one another to increase or decrease the likelihood of success and fail- 
ure. The success of an incentives strategy is more likely, for example, when 
the states involved are more friendly, the motive to proliferate is not secur- 
ity dominant, and the level of investment in the nuclear weapons program 
is low. On the other hand, an incentives strategy is less likely to succeed 
when the states involved are enemies or have a limited preexisting relation- 
ship, the motive to proliferate is security dominant, and the level of invest- 
ment in the nuclear program is high. 

I n the future, objective criteria must be further developed for defining 
the continuum across which these variables should be measured. What 
precisely constitutes low, midrange, and high levels of investment? What 
distinguishes a security-dominant proliferator from one that is not? I n the 
meantime, we review some of the historical cases to examine the workings 
of the three hypothesized variables. 

Case Studies 

The cases that have been identified are nonproliferation successes and fail- 
ures that resulted when aspecial incentives strategy was applied specifically 
for nonproliferation purposes. These include Taiwan, South Korea, 
U kraine, and N orth Korea as the cases of success, and Pakistan as a case 
of failure. Examining these cases will provide preliminary insight into why 
incentives may not have been offered to the other states and, perhaps, how 
to apply the incentives strategy to current proliferators. 

Applying the proposed model to past and current cases is not as straight- 
forward as it may first appear, in particular, because much of the record in 
individual instances remains classified, leaving questions as to precisely 
what incentives may have been offered and the response of the potential 
proliferator in question. Nonetheless, what isknown about these key cases 
will be analyzed briefly below. A more comprehensive treatment will re- 
main a topic for further research. 

T aiwan 

A dors and motives 

This episode crystallized in 1975, when the U nited States determined 
that Taiwan was building a small, clandestine plutonium extraction capa- 
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bility, a strong indication that Taipei was launching a nuclear weapons 
program. From what is known about the episode, the U nited States— the 
sender state— demanded that the facility be dismantled and that Taiwan 
pledge not to engage in plutonium-related activities. Taiwan acquiesced, 
probably because of the veiled American threat to reduce U .S. security ties 
to the island and to terminate cooperation in peaceful nuclear electricity- 
generating projects, but this bitter pill appears to have been accompanied 
by the promise of increased cooperation in both spheres, if the plutonium 
issue were laid to rest. 

The case highlights the tangled relationship between sanctions and in- 
centives. U .S. actions that gave rise to Taiwan's initial fear of reduced U .S. 
security ties were not stimulated by Washington's desire to sanction Tai- 
wan's nuclear weapons program, of which Washington was for a time un- 
aware, but by other foreign policy considerations. As the negotiation 
unfolded, however, Taiwan undoubtedly came to fear that if the nuclear 
issue were not resolved, U .S. security support might be reduced still fur- 
ther, creating the perception of a threatened sanction, which presumably 
affected Taiwan's calculations of the benefits of continued pursuit of nu- 
clear arms. It appears, however, that the U .S. intervention was framed in 
terms of an incentive— the reaffirmation and solidification of security links 
and the enhancement of nuclear trade ties. 

In this case, Taiwan was clearly motivated by substantial security con- 
cerns. This was some four years after N ixon's opening to the People's Re- 
public of China dramatically unsettled the island's defense arrangements 
with Washington and six years after the announcement of the N ixon Doc- 
trine, which called upon America's Asian allies to take greater responsibil- 
ity for their security and reduce their reliance on the U nited States . 11 
Washington, however, had strong incentives to arrest Taiwan's nuclear 
bid. N ot only might a Taiwanese nuclear weapons program have derailed 
the growing, de facto U .S. strategic partnership with Beijing, but the epi- 
sode also came one year after India's nuclear test galvanized U .S. and inter- 
national nonproliferation efforts. In addition, because of long-standing 
links to a state that had been a valiant anti-Communist ally during the cold 
war, there was deep political support among political conservatives in the 
U nited States— elements that formed acentral constituency fortheRepub- 
lican Party of President Gerald Ford— for guaranteeing Taiwan's survival. 



U n i lateral assessments 

The key element of the incentives package in this case was U .S. agree- 
ment to maintain significant security ties with Taipei, within the context 
of overall U .S. relations with the People's Republic of China. Facing the 
alternative of possible isolation and acute vulnerability for many years 
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before it might obtain a useful nuclear deterrent, Taiwan calculated the net 
benefits of the alternatives confronting it and accepted what Washington 
offered. Importantly, the specific incentives package offered by Washing- 
ton— militarily oriented security guarantees— was well suited to address 
the particular motivations leading Taiwan to consider developing nuclear 
arms. For the U nited States, on the other hand, the price of offering the 
incentive was relatively modest: maintenance of the status quo (and the 
promise of profitable civil nuclear cooperation). The net benefits of inter- 
vention were thus clear. The fact that there was a close, preexisting rela- 
tionship between Washington and Taipei meant that there were no initial 
political hurdles to be overcome before the former could undertake negoti- 
ations with the latter. 

N egotiations 

The record concerning the communications between the parties as to 
Taiwan's reservation price and the availability of the U .S. incentives pack- 
age remains classified, but there have been no indications of difficulties in 
this regard. There were obvious complications, however, for the U nited 
States in providing security guarantees to Taiwan that would not anger the 
People's Republic of China. Nonetheless, a formula was found that satis- 
fied Taiwan. Finally, there were few apparent difficulties in gaining the 
support of interested constituencies in implementing the final bargain, and 
because Washington intervened when the Taiwanese nuclear weapons ef- 
fort was still in its early stages, striking a bargain was not hampered by 
significant sunk costs on the Taiwanese side. 

South Korea 

A dors and motives 

M any of the same calculations appear to have been at work when the 
United States intervened to discourage South Korea from continuing a 
clandestine nuclear weapons program in 1974 and 1975, a program that 
included the purchase of a commercial plutonium separation plant from 
France. Security concerns, stemming from theU .S. defeat in Vietnam and 
announcement oftheN ixon Doctrine, motivated Seoul, whileWashington 
feared that a nuclear-armed South Korea might destabilize the region and 
undermine U .S. nonproliferation efforts more broadly. 

U n i lateral assessments 

The persuasive tools Washington employed to end Seoul's nuclear flir- 
tation appear to have been the threat of isolation (including a halt on fur- 
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ther peaceful nuclear cooperation)— isolation that Seoul would have had 
to endure for five to ten years before a nuclear deterrent was in hand- 
coupled with the "incentive" of reaffirmed security ties (and promises of 
active peaceful nuclear cooperation). These were well matched to address 
the anxieties that motivated Seoul. For South Korea, the net benefits of 
giving up its nuclear bid must have been quickly manifest. As in the case 
of Taiwan, a history of close ties meant that there were no preliminary 
political obstacles to undertaking negotiations. 



N egotiations 

Communications seem to have been clear between the parties, and it 
appears that the price that Seoul sought for renouncing its nuclear weap- 
ons effort, though not insignificant, was one Washington was able to pay 
politically and militarily. Gaining acceptance of the incentives package is 
not known to have raised serious problems in Washington, although in 
1977, the incoming Carter administration would reanimate South Korean 
anxieties with its short-lived plan to withdraw a substantial portion of U .S. 
forces from Korea. In Seoul, acceptance of the nonproliferation bargain 
with the U nited States met considerable opposition from some elements 
in the military, but this was overcome. 

One point worth underscoring here is that in both of these cases, what 
Washington was required to offer by way of incentives was very consistent 
with underlying U .S. policy in the region. I n the aftermath of V ietnam, 
Washington clearly had no inclination to abandon two long-standing 
Asian allies, while conversely it had strong reason to avoid the emergence 
of new nuclear powers in the area. Moreover, because of its history of 
defending both Asian states, Washington was able to provide security 
guarantees (or, better, to reaffirm them) that were highly credible, so the 
coin it offered had recognized value. Also important was that, as indicated 
earlier, in both cases the secret nuclear weapons efforts were in their in- 
fancy. This meant that, on one hand, both Taipei and Seoul would have 
faced long periods of vulnerability had they been abandoned by Washing- 
ton, and on the other, leaders in both states were not required to dismantle 
large-scale programs that had acquired substantial institutional/political 
backing. 



U kraine 

A dors and motives 

When the Soviet Union dissolved, Belarus, Kazakhstan, and Ukraine 
all retained strategic nuclear weapons on their soil. One of the foremost 
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priorities of U .S. post-Soviet diplomacy was to ensure that none of these 
states took possession and exercised full control over these weapons so as 
to emerge as a new nuclear power. 12 Washington feared this outcome not 
only because the sudden emergence of new nuclear states would deal a 
hard blow to the nuclear nonproliferation regime, but also because the 
nuclear weapons in question could be targeted directly on Russia and/or 
the U nited States, a capability that could greatly complicate bilateral U .S.- 
R ussian strategic deterrence and arms control arrangements. 

I nitially it appears U kraine did not perceive the nuclear weapons on its 
soil to be a security asset, either in military terms or as a bargaining chip 
that might be spent to enhance fundamental national interests. Part of the 
reason was that Russia retained effective control over the weapons, both 
because Russian forcesguarded and maintained the U kraine-based systems 
on the ground and because only R ussia possessed the codes and command 
and control systems necessary to arm and launch these weapons. In late 
1991, U kraine agreed to eliminate the nuclear arms on its territory, and in 
May 1992, it pledged in the Lisbon Protocol to the START I Treaty, to 
join the N uclear N onproliferation Treaty (N PT) as a nonnuclear weapons 
state in the "shortest possible time." 



U n i lateral assessments 

To a far greater degree than Belarus and Kazakhstan, U kraine was 
deeply embittered by its history of Russian domination. After indepen- 
dence in 1991, it vigorously sought to protect and enlarge its newfound 
autonomy. By late 1992, Kiev began to assert increasing "administrative" 
control over the nuclear weapons on its territory— that is, to administer 
custodial and maintenance arrangements for them— and to claim owner- 
ship of the weapons' components, in particular, of the valuable fissile mate- 
rial they contained. Although the U krainian executive branch and military 
never sought the right to control the use of the weapons (apart from a 
veto on their use), nationalists in the U krainian Parliament began to char- 
acterize the weapons as valuable military assets whose retention was essen- 
tial to preserve U krainian independence in the face of a hegemonic Russia. 
At the same time, the U krainian Parliament refused to ratify the various 
denuclearization undertakings, including the Lisbon Protocol, signed by 
President Leonid Kravchuk of Ukraine. Meanwhile, Ukraine's economy 
staggered toward virtual collapse, threatening the country's very viability 
as an independent state. 

The nuclear impasse intensified until July 1993 when, in return for 
U krai ne's removing the warheads from someof the missiles on its territory 
and shipping the warheads to Russia, Washington provided a substantial 
tranche of aid ($175 million) for nuclear dismantling assistance, even 
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though U kraine had not fulfilled a previously announced U .S. condition 
for such aid, namely the implementation of U kraine's L isbon Protocol 
pledge to join the N uclear N onproliferation Treaty as a nonnuclear weap- 
ons state. The provision of aid was intended as a gesture demonstrating 
Washington's interest in the survival of the beleaguered nation and in the 
establishment of a broad and enduring bilateral relationship. 

The new opening triggered a series of negotiations among U kraine, 
Russia, and the U nited States that intensified as 1993 ended. In N ovember 
of that year, the U krainian Parliament (the Rada) ratified START I . H ow- 
ever, it attached a number of conditions to be satisfied before U kraine's 
adherence to the treaty could become effective. In addition, it intensified 
the controversy about the country's nuclear intentions by passing a resolu- 
tion declaring that Ukraine was not bound by Article V of the Lisbon 
Protocol, the article calling for U kraine's adherence to the N PT as a non- 
nuclear weapons state. Although the conditions postponed the effective- 
ness of the R ada's approval of the STA RT I T reaty, they set an agenda for 
theongoing incentives negotiation with theU nited States and Russia. The 
result was the 14January 1994, Trilateral Statement, signed by presidents 
Leonid Kravchuk, Bill Clinton, and Boris Yeltsin, a major turning point 
that would lead to U kraine's fulfillment of its denuclearization and non- 
proliferation pledges. 

U nder the Trilateral Statement, over a three-year period, U kraine was 
to transfer the approximately 1,800 warheads on U krainian soil to Russia, 
where highly enriched uranium from the warheads was to be extracted and 
blended down to low-enriched uranium. 13 This material was then to be 
converted to fuel rodsto be transferred to U krainefor use in nuclear power 
reactors as compensation for its relinquishing the weapons-grade uranium 
in the strategic warheads. U kraine was also to receive (in addition to nu- 
clear fuel) U .S. economic aid and U .S. technical assistance for the safe, 
secure dismantlement of its nuclear arms. Russia and the United States 
also promised to provide explicit security guarantees upon U kraine's acces- 
sion to the N PT. 

Over the course of 1994, U kraine fulfilled its dismantlement and war- 
head return obligations on an accelerated basis. On 16 November 1994, 
the Rada, accepting the argument that the Trilateral Statement largely sat- 
isfied the conditions it had set for approving START, agreed to the ex- 
change of instruments of ratification for that treaty and agreed to U kraine's 
adherence to the N PT. At the 5 December 1994 summit of the members 
of the Conference on Security and Cooperation in Europe, Ukraine ac- 
ceded to both accords, while the U nited States, Russia, France, and Great 
Britain provided U kraine with formal security assurances, pledging not to 
use nuclear weapons against it and to respect the integrity of its borders. 
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The U krainian action also opened the door to significantly increased U .S. 
economic assistance and aid for nuclear dismantling activities. 

The U krainian case highlights a number of elements of the assessment 
process that were only background issues in the previously discussed cases. 
First, it took U kraine two years to determine for itself the value of the 
nuclear weapons on its soil. U kraine quickly perceived the nuclear weap- 
ons to be high-value bargaining chips, and some parliamentarians appar- 
ently believed they might even have military utility in keeping Russia at 
bay. Gradually, however, a consensus appears to have emerged that the 
country's survival depended not on its military capabilities but on the es- 
tablishment of cooperative relations with the West and on the receipt of 
Western economic assistance. In the minuet of 1993 to 1994, Ukraine 
traded its essentially unusable nuclear weapons for a set of relationships, 
especially with Washington, that would help ensure the country's future. 

As in the case of Taiwan and South Korea, what the target country ulti- 
mately decided it wanted was something the sender country was only too 
ready to provide, and in the end the fit between U krainian motivations for 
nuclear arms and the countervailing American incentives package was a 
good one. Because of U kraine's size and geopolitical position and, no 
doubt, because of the sizable U krainian community in the U nited States, 
Washington envisioned substantial bilateral ties with Kiev. Thus, aid for 
denuclearization and economic reform had become basic components of 
Washington'sforeign policy in dealing with the vacuum left by thedissolu- 
tion of the Soviet U nion. I ndeed, Washington offered— and threatened to 
withhold— much more, in particular, entree into the Western economic 
system and the possibility of a friendly relationship that Kiev might use as 
a counterweight in its dealings with Moscow. Russia, it should be added, 
also played the role of sender state and similarly saw the trade-offs as a 
feasible and worthwhile arrangement. 



N egotiations 

Communications were difficult, with the president of U kraine and sen- 
ior parliamentarians giving, at best, mixed signals during this period re- 
garding the country's intentions. The absence of a preexisting relationship, 
which might have facilitated communication and the devising of an accept- 
able incentives package, was another obstacle. The case also highlighted 
the difficulties that can arise in selling an incentives deal to interested do- 
mestic constituencies: Leonid Kravchuk, Ukrainian president during 
much of the negotiations with Washington, was repeatedly forced by the 
country's Parliament to back away from nuclear agreements he had signed. 
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N orth Korea 

This case is discussed in depth in chapter 3. It is examined briefly here, 
however, to show how our model applies in this instance. 



A dors and motives 

Like many other aspects of this interaction, N orth Korea's motivations 
remain obscure. M ost probably, when it launched its nuclear weapons pro- 
gram in the late 1970s, Pyongyang hoped that the acquisition of nuclear 
arms would intimidate South Korea and enhance the N orth's ability to 
reunify the Korean Peninsula on its own terms. North Korea may also 
have been reacting defensively to South Korea's mid-1970s bid for nuclear 
arms, as well as to the long-standing deployment of U .S. nuclear weapons 
in South Korea and to Washington's declared intention to use them in the 
South's defense. Whatever Pyongyang's original motives may have been, 
by the late 1980s it is likely that the N orth saw nuclear arms increasingly 
as a defensive military instrument intended to protect its continuing auton- 
omy and ensure its survival at a time when its economy had been eclipsed 
by South Korea's and its alliances with Beijing and Moscow had withered. 
Thus, as its interactions with the U nited States began, its motivation was 
security dominant. 

H owever, by the time of the October 1994 Agreed Framework under- 
standing with the U nited States— the understanding that abated the N orth 
K orean nuclear threat— N orth K orea's motives appear to have changed, as 
it came to see the risk of economic collapse as the most serious threat to 
its survival. This made it willing to freeze its nuclear program in return 
for a package of incentives that included assistance for electrical power 
production in the form of two light-water nuclear power plants, prospects 
for significant economic aid, and increased integration with the world 
economy. 14 Pyongyang also had to weigh the costs of continuing to flout 
international nonproliferation norms, including its N PT and IAEA safe- 
guards obligations, a course that had led to the threat of economic sanc- 
tions and further international isolation. 

The motivations of the U nited States were also complex. Its fundamen- 
tal objective was to prevent the emergence of N orth K orea as a nuclear- 
armed state; a secondary, but highly important set of objectives was to 
sustain the international nonproliferation norm and to enforce the N PT 
and the inspection system of the IAEA. Indeed, Washington hoped that 
by achieving the latter objectives, it would simultaneously thwart Pyong- 
yang's bid for nuclear arms, forcing it to disclose and place under interna- 
tional inspection all of the plutonium it had produced in the past, while 
ensuring that any future production took place under IAEA inspection. As 
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negotiations between the two states unfolded, Washington pursued a two- 
pronged strategy, offering North Korea a choice between possible U N- 
backed economic sanctions and increasing isolation on the one hand, 
and political and economic engagement through "broad and thorough” 
discussions that the N orth had long sought, on the other. The offer of the 
latter, intended as a clear incentive, required overcoming domestic U .S. 
political opposition to any opening with the N orth and reflected the strong 
security-dominant motivation of the Clinton administration to reduce the 
threat of proliferation in this case. 

By the spring of 1994, however, Washington's incentives strategy had 
achieved little success, and the U nited States was moving toward the impo- 
sition of U N economic sanctions against the N orth, an uncomfortable op- 
tion that few believed would ease the N orth Korean nuclear threat or bring 
about its compliance with the N PT. When, during the visit of former pres- 
ident] immy Carter to Pyongyang in J unel994, N orth Korean leader Kim 
II Sung indicated that he was prepared for a compromise, the changed 
politics of the situation led the Clinton administration to adjust its focus 
to a strategy based predominantly on incentives. 

As the bargaining between the two states ensued, Washington included 
elements in the incentives package of the Agreed Framework that many 
had thought unthinkable, especially the provision of light-water nuclear 
power reactors to North Korea and the agreement that the full implemen- 
tation of IAEA inspections in the N orth and the determination of N orth 
Korea's past plutonium production would be deferred for a number of 
years. These developments reflected the strength of the Clinton adminis- 
tration's security-driven motives for containing the most dangerous ele- 
ments of the N orth's nuclear weapons program. 



U n i lateral assessments 

N orth Korea's decision making is one of the most opaque elements of 
this case. It is generally assumed that two camps emerged in Pyongyang, 
one seeking to retain the country's nuclear capabilities at all costs and the 
other prepared to trade them for the right package of incentives. A sudden 
shift in favor of the latter camp ensued when Kim II Sung opened the 
door to serious negotiations. From that point, the N orth obviously gave 
considerable thought to the package it desired— to calculating its "reserva- 
tion price"— and the package ultimately contained numerous elements de- 
signed to address diverse N orth Korean goals, including the symbolic one 
of having the U nited States validate the N orth's nuclear bona tides by agree- 
ing to supply it with two nuclear power reactors. 

As noted earlier, Washington initially weighed the likely effectiveness 
and risks of economic sanctions against the costs and benefits of a rudi- 
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mentary incentives package. The sudden change in the political atmo- 
sphere brought about by Kim II Sung's offer to negotiate, created a 
willingness to offer the highly lucrative incentives of the Agreed Frame- 
work. At the same time, however, Washington's insistence on the carefully 
phased implementation of the Agreed Framework, starting with North 
K orea's freeze of its nuclear program, reflected a very careful assessment of 
the quid pro quo's that would eventually makeup the Agreed Framework. 

The relatively advanced state of N orth Korea's nuclear program was also 
a factor in the assessment of both sides. Washington perceived these capa- 
bilities as highly threatening, which gave Pyongyang considerable bargain- 
ing leverage— and led to a very substantial incentives package. 

Finally, as in many other cases, the link between the threat of sanctions 
and the offer of incentives was a close one. As part of its overall strategy, 
Washington constantly reminded the N orth that if it refused to accept such 
incentives and abandon its nuclear weapons capability, it would face sanc- 
tions and increasing isolation that would threaten economic collapse. This 
undoubtedly affected the N orth's calculations of its "reservation price." 



N egotiations 

The long-standing hostility between the U nited States and N orth Korea 
made negotiations on incentives particularly difficult. This situation was 
exacerbated by the fact that the N orth had previously obligated itself under 
the N PT to renounce nuclear arms and to accept comprehensive IAEA 
inspections. Offering incentives to the N orth appeared to be a reward for 
misconduct and a payment for actions that Pyongyang was already obli- 
gated to undertake. These obstacles were overcome only after the extraor- 
dinary exchange between J immy Carter and Kim II Sung. 15 

As indicated earlier, both states ultimately determined their respective 
"reservation prices," but the process was a lengthy one, requiring extensive 
negotiations within the decision-making structures of both. I n the U nited 
States, months of persuasion were needed after 0 ctober 1994 to convince 
skeptics that a reasonable price had been obtained for U .S. concessions. 

In sum, the North Korean case shows that an incentives strategy can 
work even in cases where key factors are unfavorable. This was an instance 
where the motivation to proliferate had a very strong security component; 
where the preexisting relationship between the potential proliferator and 
the sender country was hostile; and where the potential proliferator had 
already made a substantial commitment to its nuclear weapons effort. U n- 
questionably these factors contributed to the tumultuous nature of the 
U .S. -North Korean negotiations— and to their extended duration. None- 
theless, perhaps because the U nited States also had a strong security-based 
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motivation to arrest the North Korean nuclear challenge, the incentives 
strategy proved workable. 



Pakistan 

Pakistan, along with South Africa, Israel, and India, attempted to ac- 
quire incentives in the form of security guarantees before completely com- 
mitting themselves to developing nuclear weapons. Each of them, 
however, failed to gain the guarantees that might have persuaded it to 
forgo proliferating; thus, in one sense they are all failures of the incentives 
strategy approach. The case of Pakistan stands out from the other three 
because of the extraordinary effort by the U nited States to prevent prolifer- 
ation there, although there were also inconsistencies in U .S. policy. Dur- 
ing the late 1970s and 1980s, Pakistan and the U nited States negotiated 
several large incentives packages, each with the explicit understanding that 
Pakistan would refrain from various proliferation developments in return. 
Pakistan did not keep its end of the bargain, however. 



A dors and motives 

The case of Pakistan centers around the interpretation of the American 
military commitment to Pakistan originating with the Baghdad Pact in 
the mid-1950s and its successor, the 1959 Central Treaty Organization 
(CENTO). Since the creation of the state of Pakistan in 1947, Islamabad 
has fought three wars and verged on a fourth with its regional rival, I ndia. 
D uring that time, Pakistan has sought outside assistance from the U nited 
States and China, to counter I ndia's economic, demographic, and military 
advantages. The bilateral executive agreement between Washington and 
Islamabad drafted as part of CENTO in 1959 stated the American com- 
mitment to take appropriate action “including the use of armed forces" to 
protect Pakistan in the event of an attack. This agreement, however, lim- 
ited American commitment to attacks from Communist sources. 16 

H ence, when Pakistan solicited U .S. assistance during its 1965 war with 
India, the U nited States was under no legal obligation to help. Instead, 
the U nited States chose to impose an arms embargo on both combatants. 
During the 1971 I ndo-Pakistani War, triggered by the secession of East 
Pakistan (now Bangladesh) from Pakistan, the United States quietly 
"tilted" toward Pakistan against I ndia, while proclaiming it would support 
neither side. At that time, President Richard N ixon saw the opportunity 
to reinforce the U .S. -Chinese rapprochement by deploying American war- 
ships to the Bay of Bengal in a successful effort to deter I ndia from attack- 
ing Pakistan's west flank and contributing to an early end of the war. 17 
Nonetheless, U .S. support was insufficient to prevent the loss of East Paki- 
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stan, which emerged from the war as the independent state of Bangladesh. 
By the end of the decade, however, the U nited States had reversed its 
policy toward Islamabad once again, twice imposing a ban on all military 
and economic assistance to Islamabad, when it discovered evidence of Pa- 
kistan's secret acquisition of equipment to support a nuclear weapons pro- 
gram. 

U .S. policy was soon reversed yet again, in response to the Soviet inva- 
sion of Afghanistan in December 1979. In early 1980, U .S. Assistant Sec- 
retary of State Warren Christopher was sent to Islamabad to reaffirm the 
1959 commitment to protect Pakistan from Soviet aggression. President 
Zia ul-H aq of Pakistan sought a new treaty with a more automatic and 
more explicit security commitment that would be triggered by aggression 
from any source. Although no new treaty commitments were made, in 
1981 the Reagan administration, with the strong support of the U .S. Con- 
gress, restored U .S. economic and military assistance at higher levels than 
ever before, as part of Washington's effort to counter the growing threat 
of Soviet expansion in the region. At the time, Zia pledged to curtail Paki- 
stan's bid for nuclear arms. N onetheless, Pakistan continued to pursue its 
nuclear program aggressively, completing a crucial uranium enrichment 
facility in the early 1980s, engaging in nuclear smuggling in the United 
States in 1984, and in 1985 violating a commitment made the previous 
year not to enrich uranium. Because of the Afghan conflict, however, U .S. 
aid continued without interruption. Assuring Islamabad's cooperation in 
resisting the Soviet occupation of Afghanistan assumed priority over non- 
proliferation concerns. This pattern continued to the end of the decade. 

In 1985, U .S. assistance and military sales were conditioned, in a law 
known as the "Pressler amendment," on a yearly certification by the U .S. 
president that Pakistan did "not possess a nuclear explosive device." 18 De- 
spite increasing evidence to the contrary, certifications of this nature were 
provided until October 1990, when U .S. aid and military sales were cut 
off after Washington determined that Pakistan had assembled a number of 
nuclear weapons, a step Pakistan had taken earlier in 1990 in response to 
threatening Indian military actions. By this time, Soviet troops had with- 
drawn from Afghanistan. 

Thus, throughout the 1980s Pakistan's nuclear program— motivated by 
the Pakistani's conventional military inferiority compared to I ndia, a weak 
indigenous defense industry, and an American ally unwilling to support 
Pakistan against its foremost military rival— progressed with seemingly 
few setbacks, despite the incentives and disincentives strategy employed by 
the U nited States. 19 

From the U .S. perspective, during the late 1970s, the motive to inter- 
vene in Pakistan's nuclear decision making was dominated by concerns 
that a nuclear arms race not emerge on the subcontinent. The nonprolifer- 
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ation tools applied at the time were a package of disincentives in the form 
of reduced aid and diplomatic pressure on Pakistan, together with modest 
incentives in the form of offers of limited economic aid and conventional 
military assistance. The package thus was based on pressuring Pakistan to 
give up nuclear arms rather than on attempting to "buy it off.” 

During the 1980s, American aid to Pakistan vastly increased. Although 
Washington attempted to link this assistance to restraint of Pakistani nu- 
clear activities, the dominant motive for the U nited States was not nonpro- 
liferation but the desire to build Pakistan into a capable strategic partner 
in the struggle to oust Soviet forces from Afghanistan— a hierarchy of ob- 
jectives that Pakistan's leadership fully appreciated and exploited. Because 
of its conflicting motivations, Washington was unable to link its incentives 
with nonproliferation effectively. 



U n i lateral assessments 

Throughout its history, Pakistan's efforts to acquire a stable ally have 
largely remained unfulfilled. While it is impossible to prove, Islamabad's 
efforts to develop nuclear weapons might have been averted if the U nited 
States or perhaps China had taken Pakistan under its respective wing. 
Without an alliance to deter India, the magnitude of the incentives and 
disincentives packages extended to Pakistan during the 1970s was not 
large enough to reduce the net benefit of proliferating to zero. In 1990, 
shortly after the Soviet withdrawal from Afghanistan, a crisis with India 
apparently led Pakistan to manufacture its first complete nuclear weapons. 
This triggered a cutoff of U .S. aid and military sales— but by this point, 
Pakistan had crossed the nuclear weapons threshold, and the sanctions 
were apparently able only to persuade Islamabad to accept a cap on the 
further production of weapons-grade uranium. The firm commitment in 
the U .S. Congress to a sanctions strategy, derived from the years of Paki- 
stani disregard for U .S. nonproliferation standards, largely precluded the 
use of incentives at this point, which, in any event would have had to be 
very substantial, given the advanced stage of the Pakistani nuclear weapons 
effort. 



N egotiations 

As mentioned above, prior to the 1980s, the preexisting relationship 
between Pakistan and the U nited States was one of U .S. inconstancy. Paki- 
stan was viewed by the U nited States as a willing but dependent ally. 
Hence, during negotiation of the incentives and disincentives, Pakistan 
had good cause to doubt implementation of both aspects. If the perception 
was that at times the U nited States would fulfill its alliance obligations and 
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at other times not, then Pakistan perceived itself as having little choice but 
to pursue an alternative mechanism to increase its security vis-a-vis I ndia. 
And if during the 1980s the U nited States threatened sanctions but did 
not impose them, then Pakistan might try to get away with more than 
it promised. In effect, given its regional security environment, Pakistan's 
reservation price was very high and the U nited States was never willing to 
meet it; simultaneously, Washington's conflicting motivations during the 
1980s undermined its ability to negotiate its nonproliferation agenda ef- 
fectively. 

Today Washington is attempting to use more limited incentives as part 
of a broader policy effort to persuade Pakistan to maintain a number of 
existing restrictions on its nuclear capabilities, including a freeze on the 
production of weapons-grade nuclear materials, a freeze on nuclear ex- 
ports, a voluntary ban on nuclear testing, and continued nondeployment 
of short-range, nuclear-capable M -11 missiles that Pakistan has apparently 
obtained from China. In 1995, the Clinton administration obtained a one- 
time exemption from the Pressler amendment's ban on aid and arms sales 
to permit the transfer to Pakistan of a limited quantity of military equip- 
ment for which Pakistan had previously paid. Through 1996, Pakistan was 
maintaining the above-noted restrictions on its nuclear program and re- 
lated missile capabilities, but it was also known to be nearing completion 
of a new reactor for producing weapons-usable plutonium and to be work- 
ing on the design of a nuclear missile warhead. It remains unclear to what 
extent the U .S. incentives strategy is currently influencing Pakistani deci- 
sion making in these areas. 



G uidelines of the M odel and C ase Studies 

Below is a list of guidelines, derived from applying the model to the above 
cases, that might be used for successful application of an incentives non- 
proliferation strategy. Further testing and analysis is needed to evaluate 
whether these guidelines are useful in explaining the remaining cases of 
potential proliferation and to more fully specify the variables involved. 



Actors and motives 

1. Proliferator perspective 

• The more security dominant the motivation for proliferation, the 
greater incentive required to terminate the nuclear program. 

2. Sender perspective 

• Whether the incentive provider ultimately offers an incentives 
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package, as well as the scale and quality of such incentives, depends 
on motivation of the incentive provider. 



U ni lateral Assessments 

1. Proliferator perspective 

• N et benefit is key to decision: the value of the incentives package 
must be commensurate with the expected value of proliferation; 
sanctions and other disincentives can affect this calculation as well. 

• Status of nuclear weapons program can affect the magnitude and 
type of incentives demanded. 

• A decline of net benefits may initiate/signal readiness to negotiate. 

2. Sender perspective 

• Intensity of motive (regional foreign policy/threat to ally; threat 
to sender state; sustaining nonproliferation regime) 

• Base price of intervention/negotiation (nature of preexisting rela- 
tionship between proliferant and sender) will affect [1] ease of en- 
tering and conducting negotiations and [2] diversity and value of 
incentives package.) 



N egotiation 

• Essential elements of reservation price must be reflected in incen- 
tives package. 

• There must be common recognition by proliferator and sender of 
the essential elements to permit bargaining to take place; problem 
of confused communication. 

• Potential incentive provider must be willing and able to offer in- 
centives that match motives. 

• Bargain must obtain support of essential domestic constituencies; 
question of opposition veto. 



Some Conclusions and 0 bservations for Future Applications 

Without additional case study work, it is premature to make a full evalua- 
tion of the usefulness of the proposed model. H owever, at a minimum it 
appears to be a reasonably good way of organizing the complex historical 
record and provides a consistent approach for explaining the successes and 
failures of the cases portrayed herein. 

Since the end of the cold war, two states have made specific requests for 
bilateral or multilateral incentives as part of trade-off packages they 
claimed would enable them to renounce their nuclear weapons capability 
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or intentions: U kraine and N orth K orea. I n both cases a package of incen- 
tives was negotiated. These cases are remarkable in several important 
respects. First, these are the first countries to request incentives in the 
post-cold war environment and hence it was more difficult to identify ov- 
erarching foreign policy goals apart from stemming nuclear proliferation 
to justify granting their requests. Second, neither state had a previous se- 
curity relationship with the primary guarantor of the security assurances— 
the U nited States. I n the case of N orth K orea, this made even the opening 
of negotiations difficult. I n addition, in each of these cases, there was con- 
siderable uncertainty on the part of the potential proliferator regarding 
what incentives it might accept as compensation for forsaking nuclear 
arms. As opposed to the cases of I ndia, I srael, Pakistan, and South Africa, 
which unfolded during the cold war, the U nited States did not reject 
U kraine's and N orth Korea's appeals, but negotiated a package that was 
closely linked to the states' renunciation of their nuclear weapons capabili- 
ties and intentions. W hile it is still unclear at the time of this writing 
whether N orth Korea will fulfill completely its end of the bargain, if both 
cases are successfully resolved it will bode well for future incentives strate- 
gies. M uch can be learned from these two recent cases to streamline the 
incentives strategy approach and respond to its principal criticisms. 



Principal criticisms of incentives strategies 

A number of general objections have been raised to the use of security 
guarantees and other incentives for nonproliferation purposes. The ap- 
proach has been challenged most frequently with the arguments that (1) 
it is neither credible nor feasible to extend nuclear umbrellas (i.e., the 
strongest incentive available) to every potential proliferator, (2) providing 
incentives has the effect of rewarding bad behavior by "rogue" states, and 
(3) providing incentives for good nonproliferation behavior creates the 
opportunity for states to try continually to blackmail the incentive pro- 
vider. 

It is true that sender states possessing nuclear arms will not be prepared 
to extend nuclear umbrellas in all cases. N onetheless, such guarantees can 
and have been extended, and have reduced proliferation pressures in many 
instances. To say that they cannot be offered in every case does not dimin- 
ish their utility in those where they can be. M oreover, as the discussion of 
U kraine and N orth Korea indicates, in many cases nonproliferation objec- 
tives can be attained with less substantial incentives than ironclad security 
guarantees. In such instances, it is irrelevant whether the extension of a 
nuclear umbrella would be a viable option. I ndeed, in the case of U kraine 
it was the pledge not to use nuclear weapons, the negative security assur- 
ances, that proved important to reaching an agreement. 
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With respect to the "rewarding bad behavior" criticism, incentives, 
when properly applied, reward good nonproliferation behavior and should 
be rescinded when the good behavior ceases. U nder the realist paradigm 
of an anarchic international system, a state seeking to develop nuclear 
weapons is not engaging in "bad" behavior but is pursuing its sovereign 
right to security. If it voluntarily forgoes a weapons system perceived as 
important for its security, it gives up something of considerable value, and 
would naturally expect to receive some type of offsetting benefit. Security 
assurances and other forms of incentives can provide such indemnification 
and are an appropriate tool for encouraging a state to decide that it is in 
its interest to renounce nuclear weapons. This, however, in no way guaran- 
tees that the incentives approach is foolproof, which brings us to the last, 
and most troublesome criticism. 

H ow does one know whether a potential proliferator is merely attempt- 
ing to blackmail a sender state to provide incentives? Clearly, there is a 
certain amount of gamesmanship in every negotiation, and both sides will 
attempt to optimize their positions. In some respects, the recipient state 
has the advantage, since the sender— judging from U .S. experience— is 
likely to make worst-case assumptions about the potential pro I iterator's 
intentions and capabilities. 0 n the other hand, the intelligence capabilities 
of concerned countries, in particular those of the U nited States, together 
with IAEA inspection data, will be available to guide the sender state. At 
worst, it would seem, a target state's deceptive exaggeration of its nuclear 
potential or its repeated reopening of negotiations to demand additional 
incentives might lead a sender state to increase its "reservation price,” by 
offering incentives of greater value than needed. The sender state may con- 
sider this a relatively modest cost to keep its nonproliferation diplomacy 
on track. On the other hand, as noted earlier, most incentives packages 
include the threat of sanctions (or the withholding of highly desired incen- 
tives) and this provides the sender state continuing leverage of its own to 
counterdemands for added benefits. 



Lessons for the Future: Does Every Proliferator H ave Its Price? 

Several observations regarding the post-cold war cases of U kraine and 
N orth Korea should be noted. First, in both cases, the threat of prolifera- 
tion reached a crisis point before it became clear that a compromise would 
be possible. Second, the incentives packages that were ultimately negoti- 
ated were not limited to the traditional, military alliance- style security as- 
surances that appear to have been so successful for nonproliferation 
purposes in the past. Rather they were incentives carefully tailored to the 
specifics of each case so as to enable the particular state to avert or reverse 
its decision to proliferate. 
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Future applications of this approach would benefit from an understand- 
ing of how to avoid the crisis point. D espite the difficulty and complexity 
of negotiation and the potential drawbacks to the incentives approach, 
perhaps the real lesson here is that every potential pro I iterator— even a 
state believed to be a determined pro I iterator— may have its price for re- 
fraining from the pursuit of nuclear arms . 20 Sender states may not be will- 
ing or able to meet that price at a particular time, but an incentives strategy 
should be considered for every potential nuclear state and should become 
a more prominent part of nonproliferation policy. U ncovering the motive 
for proliferation in each case and carefully crafting incentives to address 
that motive are the keys to success. 
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North Korea's Nuclear Program: 
The Role of Incentives in Preventing 
Deadly Conflict 

Scott Snyder 1 



T h e policy challenge posed by N orth Korea's nuclear program has 
been a particularly vexing test case for U .S. policymakers in the transi- 
tion to a post-cold war security environment in N ortheast Asia. The meth- 
ods employed to cope with the North Korean nuclear challenge as it 
evolved, the responses that were employed at various stages, and the un- 
usual solution projected by the 1994 Geneva Agreed Framework arewor- 
thy of careful consideration to identify lessons learned that might be 
transferable to other contexts. I nitial assessments have already detailed the 
history of the U .S. -Democratic People's Republic of Korea (DPRK) ne- 
gotiations and have drawn preliminary conclusions regarding the implica- 
tions of the North Korean nuclear issue for nonproliferation and for 
security on the Korean peninsula. 2 This paper will analyze the effectiveness 
of inducement strategies in the Korean case as one policy tool among 
many that may be used to achieve U .S. interests without resort to deadly 
conflict. 

This examination of the role of incentives in dealing with the North 
Korean nuclear challenge is divided into three primary phases: (1) the 
Bush administration response (January 1989 through October 1992), dur- 
ing which the conceptual framework of combining incentives and disin- 
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centivesto induce North Korean cooperation was first identified; (2) the 
initial approach of theClinton administration (M arch 1993 to J une 1994), 
during which the Clinton administration's response was defined largely by 
N orth K orea's refusals to fulfill its obligations under the I nternational 
Atomic Energy Agency (IAEA) and nuclear Non-Proliferation Treaty 
(N PT), and resulting concerns that incentives might be seen as a reward 
for North Korean intransigence; and (3) the "comprehensive" approach 
(October 1993 to J une 1995), in which the focus was on achieving a pack- 
age deal. As part of such a deal, the U nited States would provide concrete 
economic and political inducements in combination with clearly defined 
pressure in return for North Korean cooperation to freeze and roll back 
its nuclear program. This approach uses simultaneous actions and phased 
progress as a means by which to draw N orth Korea into a longtime coop- 
erative process in which each series of steps is verifiable. 3 

One potential difficulty of drawing lessons from the North Korean case 
is the unique context in which N orth and South K orea continue to strug- 
gle for legitimacy on the Korean peninsula. In the case of North Korea's 
nuclear program, post-cold war proliferation concerns were superimposed 
on a preexisting conflict on the Korean peninsula. The fact of Korea's divi- 
sion following World War II, the legacy of the Korean War and continuing 
inter-Korean confrontation, and the continuation of theU .S. -Republic of 
Korea (ROK) security alliance as a deterrent to possible North Korean 
aggression are essential characteristics of the Korean confrontation that 
have remained unresolved, despite the end of the cold war. To a large 
extent, the N orth Korean nuclear challenge was viewed as either another 
stage in an ongoing inter-Korean rivalry or as a vestige of the cold war, 
not as a "new" problem that could be isolated and defined functionally as 
solely a proliferation problem. This context has had a substantial effect on 
the perceptions and use of incentives as a diplomatic tool in preventing 
deadly conflict. 



The Bush Administration Effort; An Initial Attempt 
To D efine "C arrots and Sticks" for N orth Korea 

TheDriveTo Develop N uclear Weapons 

Although the history of N orth Korea's efforts to develop nuclear capa- 
bilities dates back to the 1950s, it was not until 1988 that U .S. satellite 
intelligence revealed alarming evidence that the North Korean drive to 
build a nuclear weapons program included a plutonium reprocessing capa- 
bility. 4 I n addition to the 5-megawatt experimental reactor and the repro- 
cessing plant located at Yongbyon— which subsequently became the focal 
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point of public attention with regard to North Korea's nuclear program— 
Bush administration officials were disturbed by evidence of construction 
of two larger plants (50 and 200 megawatts, respectively) that, when fin- 
ished, might produce enough plutonium to allow the manufacture of 
thirty to forty nuclear bombs per year. 5 These developments pushed N orth 
Korea's nuclear program onto the policy radar screen, and the U nited 
States and South K orea began to discuss counterstrategies in the spring of 
1989. 

An interagency working group was formed in Washington to sketch out 
specific elements of a "carrot and stick" strategy that might bring the 
North Korean program under international inspection. This group issued 
an internal report that supported the withdrawal of tactical nuclear weap- 
ons based in South Korea. The group also recommended providing N orth 
Koreawith limited security assurances as incentives to accept international 
inspections of its nuclear program in combination with diplomatic pres- 
sure from a coalition including South Korea, Japan, Russia, and China. 
Beyond this initial offer, the report recommended that the U nited States 
avoid protracted negotiation with or additional concessions to the N orth. 6 

The opportunity to implement this strategy came about as a result of 
President Bush's 27 September 1991 announcement that the U nited States 
would unilaterally withdraw land- and sea-based tactical nuclear weapons 
in response to changes in the global strategic environment. 7 That an- 
nouncement created an opening to press North Korea to accept nuclear 
inspections and coincided with historic progress in N orth-South relations, 
culminating in the announcement in December 1991 of two agreements: 
the North-South Agreement on Reconciliation, Nonaggression, Ex- 
changes, and Cooperation— hereafter referred to as the Basic Agreement— 
and the Joint Declaration on the Denuclearization of the Korean 
Peninsula. 8 

These two agreements identified areas of mutual exchange and con- 
tained pledges of nonaggression by both sides as well as mutual commit- 
ments neither to pursue the development of nuclear weapons nor to 
reprocess plutonium. In addition, a joint, mutual inspections regime (yet 
to be implemented) was mandated to verify compliance with the provi- 
sions of thejoint Declaration. To enhance the likelihood that the denucle- 
arization agreement would be implemented, the United States indicated 
its willingness to allow N orth Korean inspectionsof U .S. military bases in 
South K orea as part of the proposed mutual inspections. H owever, proce- 
dural issues on implementation remained unresolved in subsequent work- 
ing-level discussions during 1992. North Korea decided to go ahead with 
IAEA inspections, but would not accept an extensive range of highly intru- 
sive demands accompanying the proposed inter-Korean inspections re- 
gime. 
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To build on momentum provided by the two inter-Korean accords of 
December 1991, some carrots and sticks intended to induce N orth Korean 
cooperation and participation in IAEA inspections were unveiled during 
President Bush's summit meeting with President Roh TaeWoo of South 
Korea in January 1992. Presidents Bush and Roh announced on 6January 
that the 1992 Team Spirit exercise would be canceled if North Korea 
agreed to join the IAEA and allow international inspections of its nuclear 
facilities. To balance this incentive, Secretary of Defense Richard Cheney 
had announced during his November 1991 visit to Seoul that the pro- 
jected reduction in U .S. troop presence below thirty-seven thousand under 
theEast Asian Strategy I nitiative would be suspended until after theNorth 
Korean nuclear problem had been resolved. 

I n addition, the U nited States agreed that U ndersecretary of State for 
Political Affairs Arnold Kanter would have a single meeting with the 
(N orth) Korean Worker's Party secretary for international affairs, K im 
Yong Sun, to underscore U .S. concerns about N orth Korea's nuclear pro- 
gram. The purposes of this meeting were to reiterate U .S. expectations 
regarding North Korea's nuclear program and to directly communicate 
other obstacles to improved U.S.-DPRK relations. This high-level meet- 
ing was seen by some hard-liners as a concession that attributed unde- 
served legitimacy to North Korea. As a result of these concerns, the 
meeting was the "carrot," and the message was the "stick." 

Thell .5. message emphasized the need for North Korea to comply with 
international inspections of its nuclear program, while prospects for even- 
tual normalization of relations or even the possibility of a follow-up meet- 
ing at the political level remained vague. For his part, Kim Yong Sun tested 
U .S. willingness to develop closer relations— seeking a joint communique 
and additional meetings at the political level— but he achieved neither ob- 
jective. TheN orth Korean delegation also suggested that U .S. troop with- 
drawals from South Korea were not a prerequisite for improved relations 
and proposed U .S.-DPRK cooperation to contain the possibility of a re- 
militarized Japan, an idea thell .S. delegation rejected vigorously. 9 

Although the Kanter-Kim meeting may have been useful in reinforcing 
U .S. concerns and encouraging North Korea to allow IAEA inspections, 
the apparent gains of D ecember 1991 and J anuary 1992 unraveled as 1992 
progressed. North and South Korea could not agree in working-level 
meetings on the guidelines for mutual challenge inspections, and there 
were discrepancies between North Korean reports to the IAEA regarding 
its past nuclear activities and the findings of the IAEA inspections through 
the summer of 1992. Reacting to the failings of the IAEA inspections 
regime in Iraq revealed following the Persian Gulf War, IAEA director 
H ans Blix pushed to implement previously unprecedented "special inspec- 
tions" of undisclosed North Korean nuclear sites in the fall of 1992, pro- 




